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Notes of the Week 


Greetings 


On the threshold of the New Year 
we wish to thank all our readers and 
contributors for their generous support 
and assistance in the early and pioneering 
days of this Review. In conveying to them 
our greetings we express the hope that 
the heartfelt desire of all will be achieved 
that the new year may see the successful 
solution of the problem that has baffled 
mankind down the ages—the preserva- 
tion of peace. 


The surrender of Germany and 
Japan has been memorable rather for the 
end of war than for the realisation of 
peace. The year 1945 brought victory to 
the Allies more absolute than any in the 
records of history but the cataclysm had 
been too tremendous for the restoration 
in 1946 of the world’s life to its natural 
course. 


Our countries in the Far East and 
the Pacific like the rest of the world have 
sacrificed in war invaluable lives and 
great quantities of accumulated wealth. 
Whilst our attention was concentrated on 
the external struggle, sufficient heed 
could not be given to the internal 
revolutions within. Our task now is to 
restore our resources of labour, full and 
raw materials; to harmonise into a unity 
the racial, ideological, religious and 
economic movements which have arisen 
inside nations, disintegrating them into 
factions paralysing governments, and 
causing civil war; and in a spirit of 
toleration and understanding bind 
together the victorious powers who, when 
liberty was at stake, sank their differ- 
ences, and who alone having won the war 
have the power to preserve peace. 


Mr. Tsuyee Pei 


Hongkong has been happy during 
the Christmas holidays to welcome the 
visit of Mr. Tsuyee Pei, the distinguished 
Governor of the Central Bank of China. 
Before his assumption of his present 
office Mr. Pei had thirty years experience 
In connection with the Bank of China 
and had a world wide reputation for his 
skill and brilliance in finance as well as 
for his soundness as a banker. 


China is faced with the gigantic task 
of economic reconstruction and achieving 
the conditions under which the vital 
work can be carried out. With her vast 
territory and teeming population China 
has suffered grievously through the 
devastating damage of eight years of war. 
Mr. Pei has a big task but he has the 
confidence not only of his fellow country- 
men but also of the outside world as the 
head of China’s banking organisation. 


Hongkong, January ist, 1947. 


The financial difficulties of the 
nations of the world are apt to appear toa 
prominently as local problems whereas 
they are only particular aspects of world 
problems which have interacting effects. 
Whether we make a success of the new 
world depends on the interaction of two 
things: the success or failure that each 
nation makes of its own affairs and the 
success or failure of all nations in dealing 
with each other as neighbours in a world 
order. 


Mr. Pei has synchronised his visit 
with the season which we consecrate to 
the fostering of good will amongst men. 
There was never a time when good will 
was more needed between men and 
between nations. Our peoples have 
suffered together and fought in the same 
cause. With the assurance of mutual 
good will which Hongkong extends to 
China to-day through Mr. Pei we can 
with confidence continue to work 
together in the building up of peace and 
prosperity in this part of the world. 


Hongkong Imports & 
Exports Position 


All commercial imports require im- 
port licences, other than those from 
China or Macao or on through bills of 
lading. Import licences are issued by 
Imports & Exports Department under the 
Importation & Exportation Ordinance, 
and are subject to the possibility of price 
control by the Dept. of Supplies, Trade 
& Industry. The Price Control & 
Rationing Section of Dept. S.T. & I. is 
in charge of fixing maximum retail prices 
for a long list of commodities and food- 
stuffs. Importers submit to this Section 
their invoices and Bill of Lading before 
shipment. arrives in Hongkong. ~ Price 
Control Section, calculating the usual 
trade’s profit, will then fix the maximum 
retail price, asking ‘the importer to 
furnish a list of dealers and shops where 
the importer’s goods will later be sold. 
Importers are required to instruct retailers 
to sell at the maximum retail price as 
determined by Price Control. 


In addition to this legally enforceable 
control, the invoices relative to practical- 
ly all imported goods are examined by 
Price Control officials and invariably an 
indication is given to the importer of 
hd approximate price at which he should 
sell. 


Import Licences 


Import licences are not normally 
issued for rice, flour, sugar, frozen meat, 
butter, oils and fats, pulses and tea. 


Import licences for the following are 
restricted to allocations made by the 
exporting country or countries :—cheese, 
canned fish, rubber, cocoanut oil. ; 


No. 1. 


All other commodities are licensed 
freely, except when foreign exchange 
considerations are involved. In such 
cases the Exchange Control Section of 
Financial Secretary, Colonial Secretariat, 
has to be consulted. 


Commodities in Short Supply 


The. main commodities in short 
supply—other than those under allocation 
by foreign countries—are: textiles and 
wearing apparel, woollen and cotton 
yarn, dye, building materials (¢xcluding 
cement), household goods, motor vehicles, 
refrigerators. 


Commodities for Export 


The principal local manufactures for 
export are: Preserved ginger, preserved 
and tinned fruits, rubber shoes and other 
rubber products, matches, soy products, 
electric torches, batteries and bulbs; 


Textiles: cotton, rayon and mixed 
textiles, made up goods, knitwear. 
Exports can only be resumed upon receipt 
of Japanese cotton and rayon yarns. 


Hongkong’s Trade 
with Japan 


The first shipment of Japanese cotton 
yarn has just arrived here comprising 
5,500 bales of 400 Ibs. A large quantity 
of yarn destined for Burma was aboard 
the same ship calling on Hongkong. 
Two hundred crates of Japanese bicycles 
have also arrived here. 


Large quantities of cotton and rayon 
piece goods are on order and should be 
shipped to Hongkong within the next two 
months. Further supplies of textiles 
will be regularly available out of new 
Japanese production. 


The next shipment from Japan will 
comprise some 300,000 lbs. of rayon yarn 
and almost 600,000 yards of rayon piece 
goods. Japanese shipments of many 
commodities for Hongkong, Philippines, 
China, Burma, British Malaya, French 
Indochina, Netherlands East —Indies, 
Siam, India, Korea and USSR will 
assume very large proportions as from 
January. The initial shipments of about 
54 million lbs. of cotton yarn to Hong- 
kong, Burma and N.E.I. as well as about 
150 million yards of cotton and rayon 
piece goods have been prepared and are 
partly underway. 


SCAP who are anxious to increase 
exports from Japan largely with a view 
to earning foreign exchange to pay for 
Japan’s essential imports have done their 
best to promote trade with Hongkong. 
For the time being exports are only 
available on a government-to-government 
basis. 
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Hongkong Government have placed 
orders on behalf of local merchants for 
a considerable quantity of goods, for 
example aquatic products, bicycles, 
crockery and glassware, bottles, industrial 
machinery, umbrella spokes, etc. A 
first shipment of linen cloth, crockery 
and aquatic products was received here 
recently. 


The United States Commercial Com- 
pany negotiates in Tokyo with foreign 
trade missions. Trade is being con- 
ducted on an open account basis with 
balances to be settled twice a year. 
Japanese ships are engaged in carrying 
cargo between Japan and China, Korea, 
USSR; American and, to a smaller ex- 
tent, British ships carrying cargo between 
Japan and South East Asiatic places. 
Commodities ready for shipment, apart 
from yarn and textiles, are: a variety of 
industrial and pharmaceutical chemicals, 
clocks, bicycles, electrical appliances, 
toys. Imports required by Japan: coal, 
raw rubber, fertiliser, tanning materials, 
pig iron, asphalt, salt, etc. 


The remarkable industrial activity 
in Japan’s mills has been made possible 
by large imports of American raw cotton 
shipped under a financial agreement be- 
tween Japan and the U.S. Commodity 
Credit Corporation. Altogether a 
quantity of 900,000 to one million: bales 
of raw cotton has been shipped from U.S. 
to Japan during 1946. Of Japanese 
yarn and cloth production about 60% 
were ear-marked for export and 40% for 
domestic consumption. 


Korean Trade With 


Hongkong 


Preparatory talks for resumption of 
trade between Korea and Hongkong have 
been recently initiated when a Mission 
composed of three Koreans and one 
American Army Officer arrived in Hong- 
kong. Negotiations are carried on with 
Department Supplies, Trade & Industry 
of Hongkong Government. Korea will 
shortly commence shipments of minerals 
and produce to the outside world. If 
present talks in Hongkong lead to a 
mutually satisfactory result which will, 
for the time being, be based on barter 
trade arrangement, exchange of goods 
can be expected within 2} months. Since 
the Northern part of Korea, paprticularly 
rich in minerals and fertilizer, now under 
control of the USSR Occupation Forces, 
is not yet in a position to take part in 
foreign trade, only the U.S. Army con- 
trolled Southern Korea will enter into 
barter trade arrangements with Hong- 
kong, China and other countries. 


Southern Korea may supply the 
Colony with marine products (canned and 
dried fish), raw silk and silk waste, 
ginseng, 


wolframite, graphite, mica, 
tale, molybdenum and some other 
minerals in smaller quantities. The high 


quality of Korean ginseng has been 
recognised by the Chinese trader. 
Wolframite of rather high tungsten 
content is also a recognised first-rate 
Korean export item. 


Hongkong Government will have to 
procure for shipment to Southern Korea 
such imports as are at present urgently 
required, f.i. newsprint, salt, cement, 
raw rubber, coal. 


Two Koreas 


The unfortunate position of Korea, 
split into two occupation zones, prevents 
this country from being reconstructed 
and developed with greater speed. The 


US—USSR disagreements on many 
world issues have so far adversely 
affected Korea’s economy. Southern 


and Northern Korea are separated from 
each other and no communications 
except in rare cases are permitted. As 
a consequence, the otherwise rich and 
self-sufficient country is dependent upon 
many imports from abroad since goods 
and produce exchange within the country 
is impossible. F.i. coal which is abun- 
dantly produced in the north is lacking 
in the south with the effect that the 
southern zone has to import coal from 
outside. 


Political Developments 


Informartion about developments in 
the northern part of the country are 


scarce. It appears that the Soviet 
authorities there have organised 
Northern Korea politically as a basis for 
the Korean Communist Party, and 
economically as coordinated to the 
requirements of the USSR. The 
administration is in the hands of 


Koreans who are supervised by Soviet 
military and civil officials. The two 
leading Korean Communist Party 
men are Kim Yil-sung, and Kim Too- 
bong. 


Southern Korea enjoys political 
freedom; her administration is controlled 
by US Military Advisers, carried on by 
Koreans. Officials and administration 
clerks are mostly adherents of the con- 
servative and liberal parties. The out- 
standing leader of the Rightists is Dr 
Syngman Rhee; another Rightist leader 
with less emphasis on anti-Communism 
and inclined to form a Compromise 
government at a later date is Dr Kim 
Kyu-sik. A leader of the conservative 
groups of merchants, bankers and manu- 
facturers is Kim Koo. The Communists 
and Leftists acknowledge as leader Liu 
Woon-hyung. Communist and socialist 
propaganda is strong and the youth of 
the country appears to be largely 
influenced by it. The Korean intelli- 
gentsia has been known in the past as 
extremely radical (i.e. inclined towards 
the Left). 


It is obvious that the re-union of 
Korea is premised on a compromise 
between the two controlling world 
powers as well as on an agreement to be 
arrived at between the Korean Conserva- 
tives and Communists. Until such 
compromises have been concluded Korea 
will continue to exist under tragic and 
precarious conditions. 


A healthy nationalism is stirring 
and Koreans are eager to establish their 
name as a nation in the world. Relations 
with China, Japan and USSR will 
influence the future course of the new 
State more than is apparent to-day. 


Korean independence was guaranteed by 
the signatories of the Cairo Conference 1943, 
and qualified by the Moscow Foreign 
Minister Conference of Allied Nations as 
premised upon a five-year trusteeship prior 
to complete sovereignty. 


Korea is separated along the 38th 
parallel into almost two equal parts; the 
U.S. controlled southern part, with the 


country’s capital of Seoul, contains however 
a larger sector of the population; about 17 
to 18 million Koreans live in the South while 
about 12 million people live in the Soviet 
controlled northern part. 


The U.S. sector is under control of 
Lt.-Gen. John R. Hodge, the USSR controlled 
part is under command of Col. Gen. Ivan M. 
Chistiakov. The two occupying and control- 
ling world powers disagree on the composi- 
tion of a future Korean Provisional Govern- 
ment. In consequence Koreans had to suffer 
from the inability of the two powers to 
implement the Moscow Conference decisions. 


The U.S. Command backs the Conserva- 
tives in southern Korea. (Conservative 
Representative Democratic Council). 


The USSR Command backs _ the 
Democratic Fighting Front Party which has 
set up an Interim People’s Committee 
(preparatory to a Provisional Government). 
Leaders of the Committee are revolutionary 
Communists who control a considerable force 
of well-armed Korean troops. 


Hongkong Chemical 
Markets 


Imports of chemicals into Hongkong 
before 1942 were shipped here by a number 
of well-established merchant houses who, in 
most cases, represented leading European or 
American chemical concerns. There were no 
scarcities since production was well balanced 
and shipping plentiful. Prices fluctuated 
only within narrow ranges. Monthly con- 
sumption figures of dyes and other industrial 
chemicals were simple to ascertain. 


After resumption of trading in Hong- 
kong, as soon as some semblance of order 
was re-established by the British Forces in 
early Autumn 1945, the chemical trade under- 
went considerable changes. Over one 
hundred large and small importers are now 
in the field dealing with European and 
American exporters directly and engaging in 
closest competition in the local market. 
Prices are no longer arrived at as before the 
war; there are recurrent shortages of produc- 
tion at factories abroad, government direction 
and control exercised over chemical raw 
materials and products; furthermore serious 
transportation bottlenecks and shortages of 
bottoms tend to influence the market in an 
unprecedented way. Conditions return 
slowly to normal, however, it will take some 
good time before more stable quotations can 
be hoped for. 


Prices on Hongkong chemical markets 
were wildly fluctuating during 1946 which 
also affected the price conditions in Canton, 
Shanghai and other Chinese cities as well as 
places in Malaya where Hongkong chemical 
re-exports were shipped to. It must be 
borne in mind that Hongkong before the war 
and now again is an important transhipment 
centre for chemicals particularly for China 
coast and South Seas ‘markets. 


As all goods imported in the beginning 
of 1946 were a source of great profit for 
local importers, in particular those obtained 
from U.S., so it was with chemicals in a big 
way. Products from I.C.Il. were quick on 
the spot and remained by far the leading 
articles in the local market. Imports of 
chemicals originating in the British Empire 
and in U.S. were not affected by the high 
rate of open market exchange since the local 
Exchange Control was very liberal in grant- 
ing applications for exchange allotments. 


Later in the year when the boom was 
at its height a number of difficulties in the 
form of suspended shipments, foreign govern- 
ment restrictions, strikes etc. hampered the 
smooth development of the trade. While 
most prices remained steady a number of 
chemicals like petrolatum, potassium 
chlorate, caustic soda, bleaching powder 
slumped heavily. If the market had not 
been as it were, supported by American 
shortages in the supply of chemicals, local 
prices would have reacted much stronger. 
From early September prices slowly staged 
a come-back and up to the year’s end 
recorded, in several instances, highest 
quotations for 1946. 


Hongkong Knitting & 
Weaving Mills 


In prewar days Hongkong knitting 
and weaving mills numbered close to 250 
larger and smaller establishments. In 
Summer 1946 only about 45 knitting and 
56 weaving mills were operating. When 
Hongkong Government, upon Chinese 
representation, banned export of cotton 
piece goods manufactured in China or 
manufactured in Hongkong from Chinese 
yarn (meaning as well foreign yarn 
shipped here from China), the slowly 
recovering knitting and weaving industry 
of the Colony collapsed. 


Mill owners, in consternation, peti- 
tioned the Chinese Govt. to permit a 
small quota of cotton yarn exports to 
Hongkong so that the idle mills in the 
Colony could resume operation. ll 
petitioning was of no avail. The co- 
operation extended by Hongkong Govt. 
to Chinese Govt. made the previously 
flourishing yarn smuggling from China 
into the Colony no longer profitable since 
piece goods were prohibited from export. 
Some smuggling continued, however, as 
yarn was hoarded here in anticipation of 
an early suspension of the ban, or the 
arrival of Japanese yarn which would 
set the mills going again; in this case 
some hoarded Chinese yarn might be put 
to use in a surreptitious way. 


_.. Japanese yarn is now here and local 
mills will soon be humming. More and 
larger arrivals of cotton and rayon yarns 
will slowly start the many knitting and 
weaving mills back on the road of 
prosperity. 


Many millowners are still resentful 
of the adamant attitude adopted by the 
Chinese authorities and claim that their 
losses and large unemployment resulting 
from the piece goods export ban were 
unnecessary. The Hongkong Cloth 
Weavers Union has been vociferous in 
this respect and their claims had been 
lodged with the National Trade Union 
Conference in Nanking. 


Wolframite Smuggling 


The local price varied during 1946 
between HK$150—200 per picul (16.8 
piculs to a metric ton). National 
Resources Commission paid recently in 
Canton around CN $800,000 per ton; the 
N.R.C. is in monopoly control of wolfram 
et) mit On wes black market 
wolfram ore sells in Kwangtung around 
CN$110,000 per picul to which: amount 
must be added transportation and pro- 
tection fees of about CN$20,000 per 
picul, The difference between the 
N.R.C. and black market price, usually 
100 per cent, serves as stimulant for 
smuggling. 


Kongmoon, Toishan and Chungshan 
are centres for smuggling of minerals 
and ores; Macao serves often as a tran- 
shipment place. From East River area 
smugglers carry wolfram ore into New 
Territories. Smuggling bands operating 
in the vicinity of Macao are comparatively 
well armed and equipped. A number of 
District officials are supposed to co-operate 
with the smuggling bands. 


Indochina is another though much 
smaller source of wolframite imports into 
Hongkong. Export permits by the 
French authorities in Hanoi are only 
given in exceptional cases. Much Indo- 
china wolfram ore having arrived here 
for shipment to Europe and America has 
been smuggled into Hongkong. 
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America Plans 
Japanese Industry 


(From a Correspondent) 


When General MacArthur landed in 
Japan he carried with him a tentative 
“future plan’’ which aimed at reducing 
the island empire to an isolated agricul- 
tural nation. 


The ‘‘plan’’ has been changed. 
Officials of S.C.A.P. are making inter- 
pretations of the Potsdam Agreement, 
claiming that this or that industry is 
necessary if the Japanese are to have a 
minimum standard of living as guaranteed 
by the terms of surrender. 


The foundation is now being laid for 
Japan’s emergence as the major manu- 
facturing and exporting nation of Asia. 
Already she has a favourable balance of 
trade. At the end of August, 1946, just 
one year after V.J.-Day, she had made 
a ‘‘profit’’ of yen 51,792,000 (£857,000) 
from her foreign trade. In the year she 
had exported £25,241,000 worth of raw 
silk, tin, lead; tea, crude rubber, anti- 
mony, &c., and imported £24,384,000 
worth of, raw cotton and food. While 
S.C.A.P. officials say that any member 
of the United Nations may apply for 
permission to trade with Japan so far the 
United States has supplied almost all 
Japan’s imports and bought 67 per cent 
of her exports. 


S.C.A.P. claims to be watching the 
industrial recovery carefully and to be 
directing it along lines unsuited for 
future conversion to war industry. 


Textile Industry 


Of all the plans for the future the 
most complete and the one of most 
immediate importance is the textile pro- 
gramme. If this is carried out the day 
when all Asiatics will again wear ‘‘Made 
in Japan’’ clothes is not far off. Japan 
is already exporting raw silk and silk 
products. Soon she will begin to export 
cotton yarn and cloth to clothing- 
famished Asia. Within three years at 
the most, according to official estimates, 
Japan will have recaptured her pre-war 
position in the Far Eastern markets and 
by 1951 she will have almost a world 
monopoly in silk. 


Before the war Japan had more than 
12,000,000 spindles. By V.J.-Day she 
had only slightly more than 2,000,000, 
and only about half could be used. 
While some 50 per cent of her raw cotton 
used to be obtained from India, probably 
most of it will now come from the United 
States. By 1947 Japan will be producing 
a surplus of cotton yarn and cloth for 
export to Burma, Malaya, the East 
Indies, and India. In return the Japan- 
ese will obtain foreign credits to finance 
food imports and pay occupation costs. 


China’s Objection 


S.C.A.P. officials are confident that 
their plan will prevail in spite of objec- 
tions. China’s suggestion that Japan be 
prohibited from engaging in foreign 
trade for ten years is ridiculous, they 
say. American and British taxpayers, 
who are footing the occupation costs, will 
not wait so long for Japan to get on a 
paying basis. They doubt whether 
China could replace Japan in the textile 
field within ten years, and say that in 
any case the people of Asia cannot wait 
so long for clothes. Stronger opposition 


is expected from American, British, and 
Indian textile manufacturers, but it will 
not develop fully fer two or three years 
because they are now fully occupied. 
Another possible difficulty is that both 
Australia and China are demanding 
Japanese spindles as reparations. The 
occupation authorities believe, however, 
that they will probably succeed in pre- 
serving what is left of Japan’s textile 
industry. 


Silk Industry 


The plans for Japan’s silk industry 
are even more ambitious than those for 
tite cotton industry. While the world’s 
future demand for silk is put at about 
30,000,000 lbs. a year, S.C.A.P. proposes 
a virtual world monopoly for Japan, 
producing 35,000,000 lb. This output is 
planned for 1951. In 1940 Japan pro- 
duced nearly 95,000,000 Ib. of silk, about 
half of which was exported. By the 
end of the war she could turn out only 
about 13,500,000 lb. yearly. At present 
production is steadily increasing, and is 
expected to reach 2,250,000 lb. in Novem- 
ber. A growing cocoon shortage will 
probably cause a drop for the rest.of the 
winter, with an upsurge after next year’s 
first cocoon crop is harvested. 


Chinese Rivalry 


The most interesting aspect of the 
silk plan is the attitude of the occupation 
authorities to China’s silk industry. 
While the official attitude is one 
extreme sympathy and polite disapproval 
of Chinese requests, the authorities admit 
privately that they have no intention of 
giving China any substantial aid either 
through transfer of machinery or through 
anything but token shipments of cocoons, 
eggs, or mulberry seedlings. They say 


that the Chinese Government is interested 


chiefly in looting Japan, and that little 
good is likely to accrue to the Chinese 
people if Nanking gets its hands on any 
Japanese materials. It is thought that 
China to-day cannot use cocoons econo- 
mically, and that the Chinese Govern- 
ment merely wants to prevent the Japan- 
ese from processing them into raw silk 
and selling it abroad. 


It seems that the age-old economic 
rivalry between China and Japan is again 
getting under way, and that again Japan 
is going to come out on top. The only 
difference is that this time it is not so 
much the Japanese themselves but their 
rulers, General MacArthur and_ his 
advisers, who are pushing Japan’s trade. 
So far they have done a good job. 


Budget of China 


The 1947 fiscal year of the China 
budget provides for expenditures of 
CN$9.3 trillion. Against the previous 
budget this figure represents an increase 
of four times. The Supreme Defence 
Council of the Chinese Government did 
not release any estimates relating to 
revenue. No details regarding expendi- 
tures were made public. However, four 
general points were stressed by the 
Council: 1. Expenditures for Kuomin- 
tang are not included in the budget. 2. 
Expenditures for armed forces were 
reduced by one third compared to previous 
budget which allotted over 50 per cent. 
of expenditures for the Army. 38. Educa- 
tional expenditures will be increased, 4. 
Rehabilitation expenditures will be in- 
creased. 
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Soviet Maritime 
Region's Economic 


Progress 
(By a Correspondent in Vladivostok) 


In the course of Five-Year Plans of 
USSR the Maritime region changed 
beyond recognition. Industries arose 
where none existed before f.i. metal- 
lurgical, shipbuilding, auto-renovation, 
food, lumber, fishing and mining. 
Development of transportation has been 
stepped up. 


A leading position in the Maritimes 
is occupied by the coal-mining industry. 
With the advent of a large fleet, railroad 
transportation, factories, plants and 
power stations, the region’s demand for 
coal has become considerable. 


Coal production is conducted in the 
pits of Suchan, Artemovsk, Lipovets, 
Voroshilovsk, Uglyev, Kondratenkovsk 
and other coal-bearing areas. 


The oldest pit-heads of the Maritimes 
—Suchan and Artem—have now become 
entirely up-to-date enterprises employing 
machines, perforating hammers, with 
automatic conveyances, sorting and un- 
loading, modern conveyers and transpor- 
ters. Around these coal-pits have 
mushroomed carefully-planned, well-built 
mining towns. 


Synthetic Fuels 
a 


Suchan yields a high-caloried grade 
of coke, used in the main by the fleet. 
Coke is indispensable for the creation in 
the region of its own metallurgical 
industry. The coal of Artem supplies 
industrial enterprises. The oily coal of 
Lipoyets is already partly used for the 
production of synthetic fuels and oils, 
and later will be used entirely for this 
purpose. 


Plans for the next five years include 
the construction of several new pit-heads. 
Construction is planned of two factories, 
while by 1948 construction will begin on 
a coking plant. New mechanism is being 
brought in and methods of production 
are being perfected. . Investments in the 
coal industry are counted in hundreds of 
millions of rubles, and coal production 
in the region by 1950 will exceed that 
of 1945 by nearly 1,500,000 tons. 


Lumber Industry 


The region’s demand for lumber is 
growing daily, and is expected to be 
especially heavy during the current Five- 
Year Plan, The region’s timber collect- 


ing program for this period shows an* 


increase of almost 400 per cent, and 
lumbermen will begin the conquest of the 
large forest masses north of Suchan, 
Shkotovsk, Yakovlevsk, Chuguyevsk and 
other regions. 


Lumber camps have been created 
in the northern regions of Kalinin, 
Krasnoarmeysk, Chuguyevsk, Yakovlevsk 
and Sovietsk, and on these sites have risen 
real workers’ settlements. The collection 
of timber is conducted by zones. Lumber 
is cut down and removed in ‘autumn and 
winter, and floated down in rafts in 
spring and summer. Most of the lumber 
camps are mechanized, have extensive 
transportation parks with their own roads 
and even narrow‘gauge railways. As a 
rule, lumber rafts are drifted down along 
shallow streams, for the rivers of the 
Maritimes are treacherous, rapid and 
winding, and possibilities for floating 
lumber down in rafts are limited. 


Lumber is collected in huge quan- 
tities, but the demand for it continues 
to rise. 

Metal Industry 

Especially great are the Maritimes’ 
prospects for the development of the 
polymetallic industry, based on the ex- 
tensive layers of high-quality ores in the 
Tetiukhinsk region, on the auriferous 
sand in the Krasnoarmeysk and other 
regions. The Maritimes will shortly 
move up to one of the first places in the 
Soviet country in the production of poly- 
metals. Only recently silent and wild, 
located in the most inaccessible spurs of 
the Sikhoteh-Alin range, the taiga here 
has come to life. Industrial enterprises 
have suddenly appeared here — the 
“Sikhail’? and ‘‘Sinanchaolovo’’ com- 
bines-and workers’ settlements ; electricity 
ig available and roads are being laid. 
Geological prospecting has shown that 
reserves of ore here are practically in- 
exhaustible, that all that has so far been 
done is no more than a beginning in the 
conquest of this unusual region, possessed 
of countless treasures. Even today the 
region seethes with intense work—factory 
shops are rising, equipment is being 
renovated and new enterprises are being 
created. By the end of the Five-Year 
Plan the mining and processing of 
polymetallic ores will be doubled. 


Gold Mining 


On the western slopes of Sikhoteh- 
Alin are located gold-fields on which 
hundreds of men and women wrest this 
precious metal from the soil. Successful 
extraction of gold results in a high in- 
come for the worker. It is not a rare 
sight in the gold-fields to see members 
of families not engaged at the enterprises 
make their way to prospect-holes in their 
free time, to the banks of streams where 
they wash the gold-bearing sand, collect- 
ing by the grain the rare metal. 
Fishing 

Top place in the economy of the 
region is occupied by the fishing indus- 
try. The annual fishing catch and sea 
trades productivity of the Pacific Ocean 
basin makes it the largest fishing center 
of USSR. Along the entire coast of the 
Sea of Japan are located fishing combines, 
canning factories, collective fishing 
villages and motor-fishing stations. 


Enterprises of the fishing industry 
are mechanized and equipped with 
modern technique. The workers’ settle- 
ments are well built, possessing electricity 
and radio stations. 


The leading fishing industry enter- 
prises are the ‘““Typhoon’’ and ‘‘Preob- 
razhenne’’ combines, the Popov islands, 
the Putyatin, Datta, Nelma islands and 
many others. In the city of Vladivostok 
there are a fishing port and extensive 
cold-storage facilities. 


The region’s fishing industry has at 
its disposal a mighty fleet, which includes 
floating factories for processing sea pro- 
ducts. The only whaling flotilla in the 
Soviet Union was created here, and 
successfully fulfils its task, led by the 
flagshiv ‘‘Alevut’’—giving the country 
valuable whale-bone, fat and canned 
meat. The methods of the whaling 
industry have undergone basic changes. 
Gone are the days when brave, daring 
men in flimsv boats conauered the huge 
mammal with a hand-thrown harpoon. 
Now there are special craft and hunters, 
armed with a harnoon-cannon, seek out 
the beast, killing him with an accurate 
shot from the decks and bringing it to 
the flagshin in a tughoat. A powerful 
windlass lifts the whale to the deck, 
where it is quartered. 


China Agricultural 
Report 


Late autumn and early winter crop 
conditions throughout China continued 
below average pre-war levels, although 
North China winter crops were average 
or better. For example, Shantung’s 
sweet potato crop was reportedly the best 
in twenty years, while the amount of 
wheat harvested in the Communist- 
controlled areas of Shantung, which 
include most of the agricultural hinter- 
land, was ‘‘ many times that of last 
year’’, according to the Communist 
press. Good to excellent crops were also 
reported for the Provinces of Hopei, 
Shansi and Jehol. Flood conditions 
between Tientsin and Peiping, and in 
southern Hopei Province, improved with 
the recession of waters, permitting fall 
ploughing in most districts. 


Late season reports indicated rice 
crops at from 6 to 8 percent below the 
pre-war average, whereas cereal crops in 
some areas (parts of Kwangtung and 
Kwangsi, and in Nationalist-controlled 


areas of North China) are expected to 


fall as far as 20 to 30 percent below 
pre-war average. However, it is hoped 
that North China winter crops along with 
other summer crops will partially offset 
the rice deficit. The shortage in food 
crops will be most felt beginning mid- 
winter, if significant imports do not 
arrive before then. For example, 1.5 
million tons of cereals is required from 
abroad to meet a low pre-war average 
level of consumption. 


China’s cotton crop regained only 
about two-thirds of its pre-war average 
and even counting a heavy carryover of 
imported cotton, some 400-500,000 bales 
will have to be imported to keep the 
available spindlage operating until next 
August at about 70 percent of pre-war 
with a safe carryover margin in the 
mills. 


China’s flue-cured leaf tobacco crop 
is estimated at about 90 million pounds 
(excluding Manchuria), compared with 
the pre-war production of some 155 
million pounds. The quality is far below 
the pre-war standard and much of the 
supply is inaccessible to industrial 
centers. Requirements from abroad on 
a pre-war basis of factory consumption 
would be at least 100 million pounds, 
although tobacco dealers estimate actual 
requirements even higher. Manchuria’s 
flue-cured leaf tobacco crop is only 
slightly below the pre-war average of 
approximately 37 million pounds, with 
important stocks carried over. 


China’s sugar production, including 
Taiwan Province (Formosa), is estimated 
at about 250,000 metric tons. Taiwan’s 
production fell from 1.5 million tons in 
goods years under Japanese control to 
78,000 tons during the 1945-46 seasen. 
All production can be readily consumed 
domestically. 


Few, if any, exports: of edible 
oilseeds from China from the 1946 crop 
appear likely without a decided improve- 
ment in transportation and in the 
political situation. The peanut crop in 
Shantung Province and northern Kiangsi 
is reportedly good. It is reported that 
5,000 tons of peanut oil is being held 
from the 1945 crop for internal consump- 
tion. 
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FAR EASTERN HEPORTS 


Szechuen 


Communications are utterly inadequate 
and improvement is very slow. Transporta- 
tion from Hongkong to places in Szechuan 
has to take a tortuous route; the fastest and 
most reliable communication is via Shanghai. 
From there goods have to be loaded on one 
of the many river-plying “ Min Sang Shipping 
Co.” boats (of about 300 tons each) which 
go up to Hankew and Chungking. From 
Chungking goods have to be transported by 
truck to Chengtu. Shipments to Hankow 
can also be effected from Hongkong to 
Canton, then by railway to Hankow. 


Railways 


The Canton-Hankow railway is not 
operating with regularity, much of the tracks 
are in bad condition, rolling stock is badly 
lacking, efficiency of the personnel is very 
low. Freight trains run at_ irregular 
intervals and it takes up to a week to reach 
Hankow. The so-called express train is also 
irregularly operated; it takes about 3 days to 
travel from Canton to Hankow. Goods can 
be transported in the express trains up to 
Hankow, from where unloading and reloading 
for destinations in Szechuan can be made. 
To dispatch goods by Post is expensive and 
only possible for small volumes. 


The Canton-Hankow Railway might at 
some later date be reconstructed by the 
Morrison-Knudson Co., an American 
engineering concern. The Railway Depart- 
ment of Chinese Ministry of Communications 
(Director: Mr. F. K. Sah) may undertake 
repairs and modernisation provided that the 
U.S. Export-Import Bank will agree to 
advance at least US$42 million for construc- 
tion purposes and purchase of materials. 
Total cost of reconstructing the railway will 
be in excess of US$60 million. 


Expensive Transportation 


Profitable trade can only be carried on 
in case of direct shipments from Hongkong 
to inland places. Loading and unloading in 
China is very expensive; coolie hire and 
handling charges often exceed the value of 
cargo at its manufacturing place. However, 
the bane of frequent loadings and unloadings 
are the gangs of pilferers. The substance 
of goods is dwindling with every loading 
process; if imports into China are twice 
loaded and unloaded in China before reach- 
ing their destination about 50 percent are 
lost due to pilferage. Therefore the problem 
of direct communications is of paramount 
importance. 


The disappearance of goods in transit is 
another reason for the very high cost of 
imported cargo, thus many merchants in 
Chungking often receive only 1 ton of a 
certain commodity although they have made 
payment for 2 tons. The heavy loss has to 
be borne by the public. 


It is cheaper to transport goods from 
Haiphong (Indochina) to Chungking than 
from Hongkong to any place in Szechuan. 
Shipment along rivers and channels do not 
require a second loading process; one ton 
of cargo shipped from Haiphong to Chung- 
king costs about CN$800,000, and there is 
only small pilferage to be faced when the 
goods finally are unloaded in Chungking. 


Transportation by trucks has become the 
predominant medium of communications in 
the interior of China. Large numbers of 
American big and small trucks have greatly 
assisted in China’s trade; without them 
interior communications would practically 
not exist. Chinese Army trucks and jeeps, 
all from U.S. lend-lease or surplus supply 
stocks, are helping in breaking the bottle- 
necks of communications in the interior 
provinces. Trucks are running on Chinese 
produced alcohole; maize, oats and other 
cereals are used in Szechuan for producing 
aleohole. Alcohole supplies are ample. 


River Traffic 


River shipping is still in a very back- 
ward stage. The many U.S. Navy supplied 
craft, designed during the war for naval 
operations, are not useful for inland river 
and only in few cases for coastal shipping. 
Smaller craft suitable for the shallow waters 
of Chinese rivers and along the coast are 
urgently required. 


French Investment 


The Chungking—Chengtu railway is 
under construction; Chinese engineers carry 
out construction, supplies are obtained from 
the French who also make available rolling 
stock, _The French are also negotiating for 
supplying materials for the Chungking 
trolley bus line; this important city communi- 
cation may finally come off if the Chinese 
Gone can satisfy French financial require- 
ments, 


Agricultural Riches 


Szechuan is probably the richest 
province of China. Even during the war 
the people in Szechuan had plenty to eat and 
there were and are large agricultural 
surpluses. There is: an abundance of maize, 
sugar cane, rice, pork, beef, mutton, wheat, 
chicken, eggs, fruits, ete, During many 
years past Szechuan had always excellent 
crops. 


Produce and other goods for export are 
plentiful; wood oil, bristles, silk, hides and 
skins, Chinese medicines could be shipped 
away if prices could be quoted considerably 
cheaper than prevailing at the moment. 


Quality of export produce is unreliable 
and many claims were registered with 
exporters. The Ministry of Economic Affairs 
maintains, it is true, testing houses. for raw 
silk, tea, bristles ete. However, testing and 
grading is a very inefficient procedure; 
influential merchants go through testing of 
their export cargo with ease, regarding it 
as a formality only. With some “ squ¢eze” 
almost all export produce can be testified 
as corresponding to standard. The certifi- 
cates issued by such Govt, testers cannot be 
regarded as guarantee. It remains, there- 
fore, to trade like in the olden days only 
with old-established and reputed houses. 


Export Produce 


The German merchants did a good job 
in prewar days to develop Szechuan exports. 
They introduced standards for such produce 
as feathers, musk, bristles ete, Export 
“brands” were established which guaranteed 
to a certain extent the quality of the 
respective Chinese produce. It is felt among 
Szechuan merchant circles that this province 
owes German traders much for their enter- 
prise in grading and marketing of Chinese 
goods. 


Musk is a treasured Szechuanese export 
article which has been made popular by 
German merchants although the French were 
the heaviest buyers (for perfumes and toilet 
requisites). At the moment there is much 
cargo available but the musk price in foreign 
countries is too low so that Chinese musk 
ean hardly be exported. 


Szechuan Banks 


Beside the four Govt. banks and the 
Szechuan Provincial Bank which are some- 
times financing traders, the following leading 
commercial banks are operating in Chung- 
king: Bank of Chungking, Salt Merchants 
Bank, Tung Wei Bank, Chu Hsin Chen 
(Young Bros.) Bank, Mei Foong Bank, Ho 
Cheng Bank, Szechuan and Sikang People’s 
Bank, 


Since the Govt. does not give any loans 
—despite so many declarations to the 
contrary— the small industrialists must rely 
on private bank’s loans which are given at 
a very high rate of interest. Manufacturers 
can obtain short-term loans from leading 
commercial banks at 10% per month, but 
since manufacturing is always a long process 
this form of financing is ruinous and only 
few large factories can still afford to borrow 
money at 10%. “Time is dear” is only too 
true in Chungking. Larger projects for 
production have to be kept in abeyance due 
to these unfavourable conditions of banking 
and credit. 


At the moment only the construction of 
the Chungking-Chengtu railway can claim to 
be a large enterprise. In Chengtu which 
appears to be more like a_ big rural 
community hardly any industria] activity ‘is 
noticeable. 


Unfavourable Trade Balance 


The heavy import surplus is brought 
home to the people: when they look on the 
heavily laden landing eraft, lend-leased or 
otherwise handed over to China by the U.S, 


Navy, arriving. in Chungking, and then 
pulling out often empty. No more drastic 
illustration is vequired by the Chungking 


people for the mismanagement of their rien 
country, j 


American goods are ever-present; plastic 


articles, mostly of a kind which the 
Szechuanese cannot appreciate, are filling 
the shops and street stands. The large 


quantity of apparently useless goods sur- 
prises the average Chinese although, out of 
curiosity and in the mistaken belief that the 
acquisition of American gadgets makes the 
buyer a “modern man”’, sales of imported 
stuff are quite brisk. One finds U.S. goods 
even in the remotest towns and in abundant 
supply. 


Taiwan 
(Concluded from issue December 18, p. 6) 


Taiwan is an agricultural island with 
most of its people (about 64 million, of which 
about 90% are Chinese, 5% Japanese, and 
4% aborigines) engaged in farming. The 
natives are of Malayan or Polynesian origin 
and probably the first settlers. The island 
saw Portuguese, Dutch, Spanish, Chinese, 
Manchurian and Japanese occupations. The 
Chinese are of partly mixed parentage. 
About 80% of the Chinese originate from 
Fukien immigrants Changchow, Nanan, 
Tungan, Anchi), and about 20% came from 
Kwangtung (Chiayin, Weichow, Chochow). 
Most Japanese were officials, traders, 
engineers, technicians, industrialists, 


Communications were relatively well 
developed but have badly suffered under U.S. 
bombardment. Only one modern part is 
available: Keelung. Airlines concentrate 
on the airport of Taipei. Railways (4 lines) 
and highways (6 routes) require repairs of 
some magnitude before prewar inter-island 
transport can be resumed, Only with U.S. 
loans and supplies this task can be achieved. 


Agriculture 
Agriculture in Taiwan, 1938 


Gross value (Crop % of 
of pro- %, of area) the 
duction total (1,000ko) total 

(million yen) 

Rice 237.9 51.7 644.8 5.30 
Sugarcane 78,2 17.0 134,2 11.0 
Sweet 

potatoes 29.5 64 138.7 114 
Bananas 10,0 2,2 23.9 2.0 
Tea 9.2 2.0 43,4 3.6 
Pineapples 4.0 0.9 8.9 0.7 
Groundnuts 3.9 0.8 32,1 2.7 
Tobacco 2.6 0,6 17 01 
Jute 2.5 0.5 8.6 0.7 
Others 82.4 17.9 179.7 14.8 


Rice is the most important product of 
Taiwan, In 1937 the total annual production 
was 9,234,000 koku (one koku is equivalent 
to 2.7 piculs or 1.8 Chinese piculs), almost 
half of it being exported exclusively to Japan. 
The total export of rice was 4,482,000 koku 
in 1937, 4,878,000 koku In 1938 and 4,106,000 
koku in 1939, 


Sugar cane is also an important crop, 
cultivated extensively on the southern plain, 
The total production was 15,101 million kin 
in 1938 and 19,602 million kin in 1939 (one 
million kin is equivalent to 600 metric tons), 
Taiwan is one of the five leading sugar cane 


producing countries in the world, bein 
surpassed in yield only by Cuba, India, U.S. 
and Java, 


Tea, bananas, pineapples, groundnuts are 
old products of the island. 


Cotton is a new crop encouraged by 
Japan during the war, 


Domestic animals are raised in consider- 
able numbers, 


Forestry is a promising branch of 
Taiwan’s economy although most forests are 
in the hands of the natives, 


Camphor is Taiwan’s leading export, 
10% of world production being furnished by 
the island. Total value of camphor produc- 
tion in 1936; Yen 8 million, 


Fishing is an important industry; in 1938 
total] value of fishing products was Yen 23) 
million. 


Minerai Products 


Among the mineral products, coal, 
petroleum and gold are the most important. 
Coal mines in the Keelung and Taipei 
districts yielded an annual output of 
1,744,000 tons in 1937. The coal reserve in 
Taiwan is estimated to amount to 400 million 
tons. Petroleum and natural gas are most 
abundant in Kinsui. In 1936, the amount of 
oil produced was 6,000 tons and that of 
gasoline, 2,000 tons. Placer gold is mined in 
the Taipei and Karenko districts. An 
amount of 3,500 kilograms was produced in 
1937. 


Mining Products in Taiwan, 1936 


Value of output 


Minerals (1,000 yen) % of total 
GOldip griecouboe penne secre 4,224 14.7 
Gold-silver copper ores 5,881 20.5 
Placer sgol@) five 2,078 Tee 
Total gold and gold ores 12,343 43.0 
Sil Vere reessese-o ns phere Hes 0.1 
Copper )ercincatue aheeeeeee 470 1.6 
Goall porisaremeevensocsneeeen 11,365 39.6 
Sulphur eee 87 0.3 
Phosphorites) o1.cuc-<cseese7 1 — 
Petroleumens cash caves eens 312 1.1 
Natural gasoline 456 1.6 
Carbon black ......... 292 1.0 
Others) Wiese keene, 3,384 11.7 
Industry 

The industry of Taiwan is closely 


connected with its agriculture and is largely 
the transformation of agricultural products 
into forms suitable for consumption or for 
export. The food industry, such as the 
manufacture of sugar from sugar cane and 
the canning of pineapples, constitutes 71 to 
74 percent of the total industrial output. 


Taiwan’s Industry by Branches, 1937 


Value of Pro- % ofthe Capital 
ducticn total invested 

(million yen) (million yen) 
Testile sian coax 5.00 1.4 2.9 
Metalsais: itn: 12.9 3.3 
Machinery he 8.0 2.2 4.9 
Ceramics ...... 8.8 2.5 3.6 
Chemical ...... 33.7 9.4 10.1 
Lumber" ......... 5.5 1.5 2.7 
Printing, bind- 

INGE GS. weet 5.0 1.4 0.6 
Foodstuffs 261.3 72.5 118.1 
Others: Geaeene 20.8 5.8 48.6 

Motal 2.22 360.1 100.00 191.5 


The food industry occupies a dominant 
position. The chief items are sugar, tea, 
canned pineapples, molasses, flour and candy. 
The sugar industry, including molasses (raw 
material for manufacturing alcohol and 
paper) and candy making, are more than 
four-fifths of the total food industry. 


In_ addition, electrical and chemical 
industries are operated on a large scale. 
Cheap water power is an important asset to 
Taiwan in all plans for its industrial 
development. As much as two million 
kilowatts, it is estimated, can be produced 
from the 23 major streams. About 230,000 
to 240,000 kw. was utilized in 1939. 


Trade 
Foreign Trade by Countries in 1939 


(1,000 yen) 

OL % of 
Countries Exports total Imports total 
Great Britain . 817 0.2 146 — 

France 194 — a 
Germany 329 0.1 1,585 0.4 
Italy 279 _ 18 = 
TSA ae nxipests 9,365 1.6 1,750 0.4 
British India . 29 = 3,852 1.0 
Australia ..... 220 == 57 — 
Canada) .....+-» 114 — 155 = 

Dutch East 

Indies ....... 259 0.1 4,529 1.1 
China Proper . 33,840 DAL 4,253 1.0 
Hongkong 142 —— 7 a 
Manchuria ..... 36,120 61 42,381 7.9 
Japan ......... 509.745 86.0 357,608 87.6 
Others 1,216 0.2 2,308 0.6 
Total ...... 592,669 100.0 408,650 100.0 
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Exports by Commodities in 1939 


(1,000 yen) 
Value of Exports % of total 
Rice iis rates fvadniesny 128,502 21.7 
Sugar 259,827 43.8 
Bananas 17,006 2.9 
TOan crceuaeinercuset 3 22,424 21 
Canned Pineapples. 13,342 2.3 
Crude camphor ..... 6,010 1.0 
Camphor oil .... 4,030 0.7 
Alcohols’ iit7isgs 16,528 2.8 
Mreshe fis vices 3,719 0.6 
Salt 1,252 0.2 
Hats caps Nesta 4,829 0.8 
Coalil heiernechss oc 9,167 1.6 
Timber ed, 106 0.8 
Others 102,197 17.2 
otal’ Aion tes vena 592,939 98.5 


Import hy Commodities in 1939 
(1,000 yen) 


Value of Exports %, of total 


Cereals, starch ...... 21,239 5.2 
DEEAS\ ear catits moment 21,231 5.2 
Food, beverages, 
tobaceow ys. an crue 66,679 gal 
@ilvand) fats: .\.cni- 20,593 5.1 
Chemicals, drugs, 
dyes, explosives .. 28,096 6.9 
Threads, cords ...... 5,214 1.2 
Tissues, clothing & 
other textiles ..... 48,566 12.0 
Pulp, paper, books . 11,860 2.9 
Minerdls, cement, 
tiles Tete Eta cs saa 10,723 2.6 
(GerAMICS EN setae 5,074 1.2 
Ores, Metals ......... 45,909 11.1 
Vehicles, machinery, 
arms, scientific 
instruments ...... 40,478 9.9 
All others; scree 104,227 25.5 
Total?* RPA 530,089 100.0 
Sandakan 


During the war and after the Japanese 
surrender Sandakan suffered very large 
damages. Most of the town and the harbour 
will have to be rebuilt as soon as materials 
can be purchased abroad at reasonable cost 
and transported to the port. The Power 
Company has suffered extensive damage and 
will require considerable new investments in 
order to commence production on a prewar 


level. At present a makeshift plant is 
operating which supplies lighting until 
midnight. It appears that only few build- 


ings have escaped damages. 


The capital of British North Borneo in 
prewar days, Sandakan had to abdicate this 
honour; the new capital is Jesselton. The 
previously independently administered areas 
of Sarawak (under its British Rajah), Brunei 
and North Borneo are now under one 
administration which is directly under the 
Governor General of British Malaya. 


Timber and copra are main export 
articles; timber is shipped from Sandakan 
either as logs or as firewood. Production is 
yet far from what it used to be. 


The native inhabitants, Dusun_ and 
Dayak tribes of Malay race, have been almost 
completely superseded by the Chinese 
immigrants who have prospered under the 
Britislt flag. Practically all business enter- 
prises are in Chinese hands. 


The Japanese propaganda during their 
occupation of North Borreo has_ partly 
influenced the resident Chinese. Political 
life. as among all oversea Chinese. is strong; 
Kuomintane and Communists have often 
elashed pnd agitation against the present 
Chinese Gevernment is very povular. Some 
demonstrations organised by Chinese 
political groups in Sendakan have also taken 
place against the British: some outbursts 
resulted even in violence. 


It will take some time until regular 
communications, at present carried on by 
British ships. could be brought back to a 
normal schedule. Increase of production and 
revival of trade will once again closely link 
Hongkong with British North Borneo. 


FINANCIAL & TRADE 
NOTES 


Unfavourable Trade 
Balance of China 


Total imports for 11 months of 1946 
aggregated almost 1.4 trillion Chinese 
dollars; exports amounted to CN$283 
billion for the same period. The trade 
deficit exceeds CN $1.1 trillion, or approx. 
half billion U.S. dollars. Exports were 
only about 20 per cent of imports. 


Exports and imports for the months 
September to November according to 
compilations of Chinese Maritime Cus- 
toms amounted to: 


Exports Imports 

(in million CN $) 

September ....... 67,356 245,800 
October’ .....4... 17,587 202,700 
November ....... 39,071 191,727 


November Lmports: Vehicles & ves- 
sels CN$30,159 million; text books, 
atlases, newsprint CN $16,948; raw cotton 
and cotton yarn CN$15,789; metals & 
ores CN $15,309 million. 


November Eaports: Tung oil CN$ 
12,076 million; bristles CN $7,624; silk 
$3,383; cotton cloth $3,005 million. 


Import Financing 


China’s computed adverse trade balance 
for 9 months of 1946 amounted to US$410 
million. Total imports for Jan.-Sept. period 
aggregated over a trillion Chinese dollars, as 
valued by Chinese Customs, or approx. 
US$500 million (at average nine months 
official selling rate of CN$2,254 per one US$); 
exports were valued at about 200 billion, or 
approx. US$90 million (computed at official 
buying rate of CN$2,235). Excess of imports 
amounted to CN$800 billion or US$410 
million. The rate of imports to exports was 
five to one. 


The actual amount of exports and 
imports could only be accurately stated if 
reliable estimates for non-recorded goods 
(smuggled or otherwise entered or left the 
country) were available. 


In considering China’s unfavourable 
trade balance figures the following should,be 
borne in mind: Customs valuation of imports 
includes about 5% mark-up above CLF, 
China port values representing importers’ 
profit; in the case of many commodities 
selling at high inflated wholesale prices 
within China the mark-up was _ higher, 
Exchange was granted only upon C.F. 
values. About 10% could be deducted from 
Customs valuation of imports which would 
reduce the indicated adverse balance by 
US$50 million. 


Imports were financed to a considerable 
extent from sources independent of Central 
Bank of China; US$ notes were bought by 
importers on the black market and remitted 
abroad under tacit official sanction; blocked 
or free US$ and other currencies held abroad 
were sold by their holders to Shanghai 
imporvers; oversea Chinese shipped foreign 
goods to their friends and relatives in China 
in lieu of monetary remittances expecting 
that recipients would thus obtain greater 
value. 


US$ at official rate is reduced in pur- 
chasing power to a level of between 15 to 20 
cents as compared to its prewar purchasing 
power in China. This position is obviously 
untenable. Exports are made  aimost 
impossible; the country’s export purchasing 
power is virtually frozen. 


High Rate of Interest 


Commercial banks in West China usually 
make a profit of 3 to 4% per month on loans 
to established manufacturers and merchants. 
Smaller companies are required to pay 1 to 
23% higher interest than the current 10% 
per month which is now charged by leading 


banks in Kunming and Chungking. 
Depositors receive about 7% per month 
interest. 
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Landlords in the interior provinces are 
regular depositors; their dilemma is between 
gold hoarding as a hedge against progressive 
inflation or bank deposits carrying about 
90% interest per year (in some cases of fixed 
deposits, which are now less common, with 
smaller commercial or native banks annual 
interest of over 100% has been guaranteed). 
Depositors are fully aware of depreciation of 
their deposits in terms of purchasing power. 
The more experienced and astute business- 
men shift their investments between cargo, 
gold and CN$ deposits; in times of compara- 
tive quiet on the “inflation front” bank 
deposits are chosen for good returns, while 
gold or US$ notes are hoarded in times of 
exchange turbulence. 


The procedure of keeping one’s money's 
worth and even enjoy interest accumulation 
has been developed to a real art. 


Exporters in Szechuan 


Merchants are very ingenious. in 
attempts to evade compulsory surrender of 
their export values abroad, and rather 
complicated currency manipulations coupled 
with smuggling have been perfected over the 
last few months. Only by non-surrender of 
export values can individual exporters carry 
on their business; however, charges for 
illicit shipments of cargo out of China are 
heavy and the otherwise satisfactory profit 
margin is reduced. Under normal condi- 
tions, ie. free exchange, Chinese exports 
would be available here and elsewhere in 
considerable volume. 


Oversea remittances, which during recent 
months have been directed usually via 
Hongkong, helped finance imports into 
Szechuan which otherwise could not have 
been shipped. 


Labour Charges 


Coolie labour in China is well organised 
by labour unions. High prices are invari- 
ably demanded for every job and there is 
no end to ever mounting and ever more 
excessive charges. Labour unions ar 
apparently outrunning inflationary high cos 
of living by demanding, in anticipation of 
increasing all round prices, such charges 
to-day as may only be justified the day after 
to-morrow. Two thirds of coolie charges are 
retained by the labourer and one third goes 
to the respective union. These unions in 
South and West China are nominally only 
under Kuomintang control; the bond between 
the unions and KMT is precarious. KMT 
does not interfere in labour unions policies. 
Indeed, influential KMT circles support the 
wage policy of Chinese labour unions. 


Skilled labour which is very scarce in 
China is not or only superficially organised. 


America in Chungking 


U.S. imports have been found often 
lacking in quality as promised or advertised 
by sales agents. Chinese merchants are 
disappointed with a considerable number of 
goods “made in America”, and have turned 
to European makes if such are offered. It 
seems that European countries stand a very 
good chance to sell their goods to China; the 
psychological moment has already come. 
Coupled with commercial disappointments 
are Chinese unfavourabe opinions about 
American soldiers and civilians bearing in 
Chungking and other interior cities: the 
friendly invasion of large numbers of U.S. 
servicemen in wartime China has not 
created, by and large, a spirit of cooperation. 


In opposition to American ec nomic 
penetration European traders are now treated 
with preferential attention. German pro- 
ducts and German business appear to be 
looked upon with much favour by many 
Chungking merchants. German returned 
students who are found in strong numbers 
in industrial cities of West China have 
influenced leaders of the business com- 
munities in Chungking, Chengtu, Kunming 
etc. 


Exchange Rates in Shanghai 


Official Central Bank of China selling 
rate stands at CN$3,350 to one US$ for 
approved imports as granted by appointed 
banks. The appointed banks are authorised 
to charge CN$3,370-3,380. Official buying 
rate with respect to exports: CN$3,320. The 
exporters are obliged to turn over to Govt. 
their foreign currency credits abroad, and to 
accept the official rate, or such rate near it 
as might be allowed by the appointed bank 
handling the transaction. 


Licensed exchange shops are supposed to 
charge officially approvea rates of CIN$3,52 
and 3,500 for buying and selling respectively 
(according to Central Bank of Cnina Circular 
No. 59, of Oct. 7, 1946, whicn stipulated: 
“All appointed banks and licensed dealers 
shall not buy or sell foreign currency notes 
at a rate in excess of 5% over or under the 
current T.T. rate of Central Bank’’). 


Shanghai Trade Outlook 


Pressure by Shanghai _ industrialists 
continues strong for a determined tightening 
up of import and exchange control by the 
Chinese Government. Imports will have to 
be reduced much more than Govt. at present 
considers necessary as Chinese inaustries 
are in a hopeless position as long as no 
radical curtailments are carried out. The 
desire by Central Bank to conserve foreign 
exchange resources supports the industries’ 
viewpoint. 


During recent months conditions in 
Shanghai were discouraging. Disconcerting 
were government attempts to minimise the 


effects of inflation while continuing the 
inflation; to divorce prices of domestic 
commodities from relationship with the 


upward movement of foreign exchange rates; 
to finance industry’s urgent needs without 
contributing further to inflationary 
tendencies; to satisfy labor in the face of 
rapidly rising living costs; to hold down or 
retard the uptrend of prices while endeavor- 
ing to introduce various new taxes and, for 
revenue purposes, to realize high prices from 
sales of government controlled goods—enemy 
and puppet stocks still on hand and the 
products of government operated formerly 
enemy owned industrial plants. Prices of 
domestic commodities by the end of October 
had already outrun what might have been 
regarded as a legitimate 65 percent rise in 
the price of imported goods following the 
upward adjustment in the official exchange 
rate, August 19, 1946, from CN$2,020 to 
CN$3,350 to US$1. 


There has been some delay in implement- 
ing (under the 22 months time limit set) 
the arrangements for disposing of some 
US$850 million worth of U.S. surpluses in 
the Western Pacific to China following the 
agreement reached at end of August, but 
three American firms at the end of October 
were bidding on reconditioning and transport 
of the equipment and supplies to China from 
the various islands and it appeared possible 
that the movement might get under way by 
January, 1947. 


Chinese Army Salaries 


As from November 1946 officers and men 
of the Chinese Army are entitled to receive 
increases in salary ranging between 100 to 
200 percent. Several provincial garrisons 


are not in a position to make increased 
payment owing to inadequate financial 
resources. The Shanghai-Woosung Garrison 


Headquarters has been able to grant only a 
flat 40 percent increase. 


Provided that the new increases would 
be paid as ordered by National Defence 
Ministry of China a general would receive 
a monthly salary of CN$400,000 . (approxi- 
mately US$60), and a second class private 
ought to receive CN$10,000 (approx. 
US$1.50). Enlisted men get their food free 
from the Army. 


Conscription 


All able bodied men between the years 
2i and 25 will be conscripted into the Army 
as from June 1947. Partial conscription has 
started in several provinces earlier in 1946. 
The military service term will last two years. 


Gold Sales in Shanghai 


During December Central Bank of China, 
in what was believed a determined action in 
support of CN$, sold through ordinary 
channels (goldsmiths) and bullion brokers 
on the open market an estimated total of 
200,000 to 220.000 ounces. The price 
averaged about US$51/53 per oz., calculated 
on the basis of open market US bank note 
price in Shanghai. The turnover has 
amounted therefore to US$10-12 million. 


Taiwan Provincial Govt. Monopolies 


As from beginning of 1947 the Provincial 
Govt. of Taiwan will control as monopolies 
the production and trade of tobacco, wine, 
eamphor and matches, , 


Real Estate Sales 


Several larger properties in Central 
district of Hongkong are at present offered 
for sale. The Portuguese Club house (Clube 
Lusitano, 16 Ice House St.) may be sold 
during the current month. Members of the 
Club are of the opinion that they should take 
advantage of rather high real estate prices 
of to-day, and may, after sale of the club 
premises, rent some rooms in Kowloon until 
such time as construction costs’ will be 
cheaper so that a new club building can be 
erected in about two years’ time. 


Land and houses in the Repulse Bay, 
ponwen and Sheko areas are changing 
ands. 


The site and building known as “ Lady 
Park Recreation Club” in Quarry Bay, after 
derequisitioning by the military, has been 
offered for sale. A price in excess of $1 
million was suggested by the owners. Before 
the war, known as “Ritz”, the place was 
a well-frequented amusement centre. 


Interest continues for “ruins” on the 
Peak but prices asked for and offered are 
usually at variance. 


Construction and rebuilding of houses on 
the Island and Kowloon have picked up. In 
the Causeway Bay area some ambitious 
reconstruction schemes are in process of 
realisation. A modern hotel will be erected 
soemetime this year in this eastern section 
of the Island. 


Exchange Markets 


Hongkong 


The Christmas week with four trading 
days saw little change on the CN$ market; 
opening at HK$60 for futures and $78 for 
spot (per CN$100,000) the market closed at 
HK$824 for spot, forward quotation being 
unavailable. Gold was steady, the week 
opening*(Dec. 23) at $315, closing at 317. 


Sterling notes were not in demand which 
brought the price down to HK$14.80 per £1, 
as against the official rate of HK$16. The 
decline in the open market £ price as quoted 
by local exchange shops was misinterpreted 
by speculators as “ instability ” of the pound 
sterling. 


US$ bank note prices remained almost 
unchanged with demand and supply well 
balanced. Visiting U.S. Navymen brought 
into Hongkong during last 2 weeks an 
appreciable amount of bank notes which, 
on the average, were bought at HK$4.70 by 
exchange dealers. The T.T. New York rate 
was strong and by the end of last week 
(Dec. 28) quoted between HK$5,20 to 5.25. 
Drafts were sold at around HK$5.05 to 5.10 
per US$1. The difference between the bank 
note and T.T. price was unusually high, 
fluctuating between 8 to 10%. 


Shanghai 


Highest prices of the Christmas week 
for gold was CN$400,000, for US$7,700, and 
for HK$1,650. After the holidays a 
spectacular collapse set in which reduced 
pre-holiday quotations by over 10%. Specu- 
lators a la hausse and baisse were in their 
element; rumours were flying thick and a 
nervous public was expertly soaked. At the 
end of the week prices rallied closing at a 
rising tendency. 


Bankruptcy and insolvency reports were 
buzzed around Shanghai, and a number of 
respectable native banks were, at least by 
bampoe wireless reports, declared down and 
out, 

Hongkong Exchange Shops 


Selling Prices in HK$ 


December Gold pertael CN$ US$ 3, 
23 318 1,230 4.86 15.35 
24 311 1,230 4.85 15.30 
27 320 1,200 4.85 15.10 
28 317 1,220 4.85 15.00 


Shanghai Exchange - Shops 
Selling Prices in CN$ 


December Gold peroz. HK$ US$ fo 
23 365,000 1,450 7,000 24,000 
24 363,000 1,500 7,100 23,000 
27 326,000 1,270 6,200 = 
28 330,000 1,300 6,450 _ 
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Report on China’s 
Industrial, Communication & Laber Pesition 


Conditions in Autumn 1946 


(By a Special American Correspondent) 


The level of industrial activity in the 
Shanghai area during October, based on 
power consumption, remained unchanged 
from September and stood at about 70 
percent of the 1933 level. However, 
total consumption of power alone was 
not a true yardstick as relatively few 
industries were active to any degree. 
Textile, rubber and electric lamp manu- 
facturing plants continued to operate on 
a satisfactory basis of volume and profit 
but conditions in the rank and file of 
industry were conspicuously less favor- 
able. _ Business risks continued high, 
with profits small and _ diminishing. 
Labor conditions were unimproved and 
money continued tight. Industry was 
reported to be ‘‘ living on loans ’”’ and 
in general resorting to temporary 
expedients to keep alive. The substan- 
tial inventories of supplies and essential 
raw materials left behind by the Japanese 
were running out. Manufacturers of 
electrical machinery were short of 
silenium stéel and cotton covered wire; 
copper refineries were fast eating into 
their stocks of scrap and copper coins; 
the wire nail industry stood badly in 
need of wire rods; electric lamp manu- 
facturers were short of tungsten filament 


Hongkong Stocks & 
Shares 


Quotations on December 28, 1946 


Business 
done during 
Name of Stocks Buyers Sellers week 
H.K, Govt. Loan— 

4% 106 _ — 
H.K. Govt. Loan— 

3h Hh 102 _ 102 
H.K: Banks 1,345 1,355 1,350 
Union Insurances 630 640 635 

anton 
a Insurances 330 350 340 
HK. Fire 

Insurances 240 250 240 
ceUnderwrit is 

nderwriters 3 
Wharves 130 oR 130/131 
Docks = = 
China Providents 123 —_— 12/123 
Douglas 

Steamships 200 aS cd 
HK. Cc. & M 

Steamboats 12 _ —_ 
Star Ferries Hs 65 a3 
Yaumati Ferries — a 
Hongkong Hotels 153 16 154/16 
H.K. Lands 743 — 1724/75 
Humphreys Estates 17% SH 
H.K. Realty & 

Trusts 15 = 154 
H.K. Tramways 28 —_— 273 / 284 
H.K. Electrics 304 — 30/303 
Macao Electrics = — _ 
China Lights (Old) 9% = = 
China ee (New) 54 = — 

.K. Telephones 
Hold) A 314 — 314/314 
H.K. Telephones 

(New) 18 —_— _ 
Green Island 

Cements et — 124 
H.K. Ropes _ _ 
Dairy Farms 304 a 30/303 
A. S. Watsons 204 —_ — 
Lane Crawfords 204 — 20/214 
Wm. Powells _ _ — 
China Emporiums — 43 4.40 
The Sun (H.K.) 

Ltd. od 2.70 — 
The Sincere Co., 

Ltd. 5 53 — 
Bank of East Asia 120 a — 
Union Waterboats — _ — 
Peak Trams (Old) — 113 _— 
Peak Trams (New) — 53 = 


Wire, argon gas and other supplies; and 
the gas mantle industry faced an 
imminent shutdown unless thorium and 
cerium nitrates could be obtained from 
abroad.  Industrialists were exhibiting 
increasing reliance on foreign assistance 
and the belief prevailed that the United 
States was the principal country in a 
position, or disposition to, furnish pro- 


duction components. The local press 
continued its agitation against the 
inroads of foreign competition, but 


individual reaction in industrial circles 
was mixed, with the underlying difficulty 
apparently still attributable to exorbitant 
manufacturing costs. 


The certainty grew that industry 
would be confronted with higher taxes 
and increased government participation 
in industry for revenue purposes, a move 
dictated by necessity irrespective of what 
the long range policy might be. That, 
in conjunction with there being no 
termination of hostilities in sight, 
rendered the outlook for industry most 
unpromising. 


Capital was reported in flight to a 
considerable degree. According to the 
local press, assets exceeding CN$30 
billion (approximately US§$8.9 million) 
have thus far been transferred to Hong- 
kong since July and eighty odd factories 
and commercial establishments in Shang- 
hai alone have announced their liquida- 
tion during the last three months. 
Twenty-two Chinese sausage factories 
closed their doors during the period 
comprising the largest single type of 
business enterprise involved. Eleven 
leather factories and shoe stores, six 
hardware factories, and four rice stores 
were also among those liquidated. The 
principal factors responsible for these 
bankruptcies were the unstable market, 
the exploitation of usurers, and financial 
stringency. Proper maintenance became 
impossible. 


The cotton textile industry, one of 
China’s largest, is reportedly operating 
at only 50 percent of pre-war capacity, 
its recovery hampered by inability to 
obtain raw materials from Communist- 
held regions and lack of interior trans- 


Manila.Stock Exchange 


Business during December has _ been 
brisk and prices kept steady with a rising 
tendency. Turnover varied between one to 
3% million shares per trading day, and values 
of shares transacted ranged from 55,000 to 
200,000 Pesos. 


Following are mid-December average 
quotations for mining shares: (in Philippine 
Pesos). 


Antamok_.......... 0.0525 
Bagnio Gold 0.09 
Big Wedge . 1.20 
Lepanto Cons. 0.39 
Mindanao M.L. 0.52° 
Surigao Cons. 0.36 
Itogon Mine 0.09 
United Paraca 0.12 
Atok Gold 1.20 
Batong Buh 0.07 
fh. <t) Civica ete 0.12 
Masbate Cons. 0.075 
San Mauricio ..... 0.33 
Consolid. Mines . 0.012 
Acoje: 728s 0.19 
1 STA ET Or ORR eR AAR Ge: Su heared Ce 3.30 


Marsman ordinary shares quoted P.0.95 
and Marsman Pref. P.1.05. 


portation necessitating larger foreign 
purchases. Also, foreign trade restric- 
tions are preventing mills from buying 
imported essential materials at favorable 
prices. Political unrest is intimidating 
capital from making plant investments in 
interior localities which would contribute 
to the expansion and decentralization of 
the industry. Economic recovery is 
further hampered by the fact that mush- 
rooming inexperienced import-export 
firms in both the United States and China 
are creating distrust in commercial 
integrity as a result of shipping inferior 
products, failure to fulfill contracts and 
inability to plan for and cope with the 
current shipping situation. 


In the Tientsin area, cotton mills 
maintained operations at prior levels but 
vegetable oi] mills remained closed and 
flour mills were handicapped by lack of 
cereals for grinding; flour bags too were 
scarce. Progress toward industrial 
recovery in October was barely percep- 
tible due to high financing, labor and 
fuel costs, raw material shortages and 
lack of sufficient profit incentive, despite 
the high local selling prices for many 
commodities. 


In Tsingtao, the government- 
controlled cotton textile industry con- 
tinued to operate 176,000 of the total of 
440,000 spindles on a two-shift basis, 
utilizing American cotton. The govern- 


ment-operated brewery (ex-Japanese, 
ex-German) and the  British-owned 
cigarette factory also operated on a 


limited scale. Otherwise there was 
little industrial activity, due to lack of 
rail facilities to handle raw materials and 
to transport the necessary coal. . 


Of the 433 textile, machinery and 
chemical factories that moved from the 
coast to Szechwan Province during the 
war years, 46 have closed down, 50 have 
moved back to the coast, 101 have 
suspended operations and of the 236 still 
in operation, 107 are in financial straits. 


Lack of funds has also prevented the 
revival of anything more than small scale 
industrial activity in Canton. The 
government-owned cotton spinning mill 
in Honam is operating with 6,000 
spindles as compared with 20,000 pre- 
war. Large scale weaving operations 
have not been resumed. However, the 
government-controlled sugar mill at 
Shuntak is expected to resume full 
operation in the very near future and the 
privately owned sugar plant at Tung 
Kuan, which recently received equipment 
from Hawaii, is expected to commence 
operations in December. These plants, 
which will process 1,000 tons of cane 
each per day, should bring sugar produc- 
tion to approximately 30 percent of the 
pre-war level. 


Construction 


The joint Head Office of the Four 
National Banks, on October 24, approved 
a plan for constructing residences for 
government employees and teachers in 
the larger cities of China, An initial 
fund of CN$34 billion (approximately 
US$10 million) has been raised and the 
first of these homes are to be erected in 
the Nanking and Shanghai areas by 
January of next year. 


Labor 


October’s Cost of Living Index for 
Chinese Workers in Shanghai was 
521,855.67, representing a 5.06 percent 
increase over the previous month’s figure 
of 496,739,70 (with 1936 equal to 1). 
Cost of clothing led the upward trend in 
prices. Some categories of workers, 
notably house painters, masons and car- 
penters, demand and receive a daily wage 
three times the amount which the index 
would indicate as \proper. Increased 
labor unrest resulted from the mounting 
living costs and 191 labor disputes were 
registered by the Labor Department of 
the Social Affairs Bureau during 
October. Additional minor disputes 
involving workers and not reported to the 
Bureau were also believed considerable. 
The general type of these disputes 
showed that the demand for higher basic 
salaries by workers was less than 
previously, while cases in which 
proprietors asked to decrease wages were 
mounting. However, no great change 
in Shanghai’s employment situation 
occurred during October and few new 
employment opportunities either for 
skilled or non-skilled workers became 
available. There are altogether 1,582 
factories, comprising 148,926 workers, in 
Shanghai, according to returns compiled 
by the Shanghai Labor Conditions 
Investigation Committee of the Bureau 
of Social Affairs. 


To assist in the rehabilitation of 
Shanghai’s industry, the Bureau of 
Social Affairs has called upon factory 
managements to convoke monthly meet- 
ings for the purpose of exchanging 
knowledge between labor and manage- 
ment. To participate in these con- 
ferences, employers and employees shall 
each choose from three to nine represen- 
tatives, each representative to serve as 
chairman by rotation: 


No serious strikes or other distur- 
bances were reported in Tientsin during 
October, but laborers in some of the more 
important foreign business enterprises 
continued to agitate and press demands 
for such extras as uniforms, ete., at 
company expense, maintenance of 
additional full-time union officials on 
Company payroll, and general wage 
increases. 


American labor unions, having made 
large contributions to the China Labor 
Federation at Chungking, have requested 
an investigation of the forced taking- 
over of the Federation’s property on 
August 6 by the Chungking Labor Union 
because of alleged unlawful acts by the 
former. It is reported that the 
Government has decided that if the 
Federation is found to have violated the 
law, it will be reorganized and put in 
charge of other officials. If found not 
guilty, however the properties are to be 
returned. 


Labor costs in Taiwan (Formosa), 
while rising are reported to be lower than 
on the mainland. However, they are 
insufficient to meet increasing living 
costs here as elsewhere in China. A 
number of strikes have occurred among 
Formosan-Chinese workers demanding 
higher pay and protesting against the 
discrimination in wage standards favor- 
ing mainland Chinese. Unemployment 
has reached serious proportions due to 
the low rate of industrial activity and 
the large number of Formosan-Chinese 
workers being repatriated from overseas, 
formerly members of Japanese labor 
battalions. 


FAR EASTERN ECONOMIC REVIEW 


Commercial Laws—Taxation 


The City Council of the Shanghai 
Municipality has authorized several new 
tax regulations, effective from November 
Ist, while other local taxes have been 
increased. Among the new taxes are: 
(1) a Public Utility Surtax of 10 percent 
and (2) a Municipal Reconstruction Tax, 
to be levied in conjunction with the Rent 
Tax (also known as the House Tax), the 
rate of the latter having been increased 
from 14 to 20 percent. The Amusement 
Tax has been increased to 50 percent and 
License Taxes on all types of vehicles to 
200 percent. It is generally conceded, 
by both individuals and business firms, 
that the prevailing high tax levies, both 
National and Municipal, are proving 
more complicated and burdensome with 
each revision. 


Tax evading home-made cigarettes 
which flood the market in the small cities 
in the interior are said to be the real 
threat to the Chinese cigarette industry 
in Shanghai, despite the popular belief 
that it was the influx of imported brands 
which was elbowing the local product 
from the Shanghai market and the 
industry is petitioning the tax adminis- 
tration for elimination of this loophole. 


Transportation & Communications— 
Railroads 


The local press reports that the 
Peiping-Mukden Railway Administration 
received instructions relative to the 
restoration of communications from the 
Chief of the General Staff of the Chinese 
Army in accordance with which the 
Peiping-Suiyuan Railway is to be repair- 
ed first and then certain other lines. The 
northern section of the Peiping-Hankow 
Railway is to be repaired from time to 
time in the course of military operations. 
However, railway experts state that 
Communist attacks are depleting repair 
materials, especially ties, to the point of 
exhaustion, which will make the situa- 
tion: very serious if, as anticipated, the 
attacks on lines still operating are 
intensified, 


Semi-regular railway service on the 
Kiao-T'si Railway (total length less than 
250 miles) eastward from Tsinan to 
Fangtze, with an overnight stop at 
Changtien for passenger trains, and from 


Tsingtao westward to  Kiaohsiien 
(Kiaochow) was maintained during 
October. Between Kiaohsien and 


Fangtze no line exists for a stretch of 
some 80 kilometers, but this gap is being 
reduced at the rate of two kilometers a 
day by crews working from each end. 
It is expected that two months will be 
required to rebuild this section of the 
line because four large bridges must be 
replaced. Consequently, through traffic 
between Tsinan and Tsingtao cannot be 
expected before the end of the year at 
the earliest, even if no further inter- 
ference is encountered. 


The Central Government has appro- 
priated an initial CN$5 billion (US$1.5 
million) for reconstruction of the 
previously partially constructed Chengtu- 
Chungking .Railroad in Szechwan 
Province and work is scheduled to begin 
immediately. As stipulated in the Sino- 
French contract entered into in 1936, all 
materials, excepting gasoline and rail- 
road ties, will be supplied by the French 
banks. It is estimated that 100,000 
workers will be required for the job, to 
be recruited from among the local 
inhabitants. y 


The Cantor-Hankow and Canton- 
Kowloon Railways continued to operate 
scheduled services during October—both 
passenger and freight. Two passenger 
trains per day are now operating between 
Canton and Kowloon with an increased 
fare of 50 percent. 


Both the Kwangtung Provincial 
Government and the Canton-Hankow 
Railway Administration are reported by 
the local press to have sent survey groups 
to survey the route of the Hainan Island 
round-the-island railway line. It is 
estimated that a sum of CN$100 billion 
(US$30 million) will be needed for the 
projected line, construction to begin as 
soon as the Ministry of Communications 
appropriates the fund. 


All former Japanese government- 
railways in Formosa are reported to be 
in operation, but on reduced schedules 
because of shortages of maintenance 
supplies, repair parts and _ trained 
technical personnel. However, many of 
the former privately owned subsidiary 
rail lines, such as those used for carrying 
sugar and timber to processing centers, 
have not yet been put back into opera- 
tion. 


The History of the 
Present Day Travelers 
Cheque 


In Pitman’s Dictionary of Banking, under 
the heading ‘‘Travellers Cheques’, the following 
appears :— 


‘Travellers’ Cheques The system of 
travellers’ cheques was originated in 1891 by 
the American Express Company with the 
object of creating a form of travel currency 
which would give the holder the security of 
a letter of credit and at the same time the 
convenience of local currency. The company 
registered the cheques-under the trade name 
of ‘‘ American Express Travelers’ Cheques,”’ 
the word ‘‘ Travelers’’’ being spelled with 
one “‘l’’. The advantage of the cheques was 
so apparent that other banking institutions 
adopted the system. 


In the case of doubt as to the authenti- 
city of the cheque, if it is held up to the 
light certain planchettes will be seen, and no 
cheque is genuine without them. Planchettes, 
it is explained, are small discs in three 
colours embedded in the pulp of the paper 
at the time of its manufacture.” 


The history of the evolution of these 
Travelers’ Cheques and the story behind them is 
interesting and started with a trip to Europe over 
fifty years ago. 


Prior to 1891, travellers usually carried their 
funds in the form of bank drafts or letters of 
credit because carrying currency, which is unin- 
surable, in large amounts was extremely risky and 
put a premium on theft. On the other hand, 
bank drafts and letters of credit required presenta- 
tion at designated correspondent banks which 
often proved inconvenient, particularly over the 
week-ends and on holidays. 


Travel Funds 


Early in 1891, the President of the American 
Express Company went to Europe carrying a letter 
of credit and he experienced unavoidable trouble 
and delay on several occasions in the encashment 
of his drafts. So, on his return to America, he 
had the Company devote considerable time and 
effort to planning a better method for carrying 
travel funds. The necessary essentials were easy 
identification and ready acceptance in order to 
avoid the kind of delay and inconvenience the 
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Company’s President had experienced in Europe 
with his letter of credit, coupled with security 
for the traveller carrying some new form of 
financial paper. Several ideas were worked out 
and it was finally decided that two identical 
signatures, one made at the time of purchase and 
the other at the time of encashment, would meet 
the problem of identification and security. This 
led to the introduction of the now famous 
“Travelers Cheque’, for which a pleasing blue 
colour with paper reasonably secure against coun- 
terfeiting and alterations was adopted. The 
Travelers Cheque thus evolved was almost identi- 
cal with the self-identifying American Express 
Travelers Cheque so widely used today. 


Progress & Success 


The Travelers Cheque having been decided 
upon, the next and possibly biggest problem was 
to popularize this new form of financial paper 
throughout the world. A worldwide educational 
program was carried through and thousands of 
banks and financial institutions, who were already 
acting as correspondents of the American Express 
Company, were furnished with specimen cheques 
and informed that these blue cheques, backed by 
the resources of the American Express Company, 
could be safely accepted provided the second, or 
counter-signature, was made in their presence and 
was identical with the first. Railways and steam- 
ship companies and internationally known stores 
and hotels were similarly approached and were 
quick to see the advantages which the simplicity 
of encashment offered. 


In 1891, very shortly after the cheques were 
put on the market, approximately 300 people put 
their faith and their cash in American Express 
Travelers Cheques—a very small number compared 
with the millions of travelers who now patronize 
this service year after year. 


For many years after 1891, there was no other 
Travelers Cheque being issued and competition 
first appearen in a small’ way in the second decade 
of the Américan Express Travelers Cheque history, 
by which time the travelling public, who had be- 
come used to American Express Travelers Cheques 
and realized their benefits, expressed their appre- 
ciation of this method of carrying travel funds. 


Advantages of Travellers Cheques 


The use and benefit of the Travelers Cheques 
has been repeatedly demonstrated in many crises 
and emergencies. For example, in the summer of 
1914, there were some 15,000 American Travelers 
in Europe and when war was declared many 
European banks declined payment against letters 
of credit and other forms of financial paper, and 
most of these travellers would have been left 
stranded and helpless had they not carried’ Ameri- 
can Express Travelers Cheques, for that Company 
immediately made arrangements with all correspon- 
dents for the acceptance of their Travelers Cheques 
against guaranteed cash reimbursement in New 
York or London. English gold was rushed from 
London to their office in Paris and paid out against 
Travelers Cheques. The payment in gold at that 
time to those travellers in Europe was an in- 
estimable boon to them. In 1933 when the U.S. 
Government was forced to declare a national 
moratorium on bank operations, the announcement 
was made on March 4th and became effective on 
March 6th, 1933, and many thousand of travellers 
with American banking accounts, both in the 
United States and abroad, were temporarily de- 
prived of their usual means of obtaining funds, 
since in the United States banks were closed and 
in Europe and elsewhere banks were chary about 
accepting American drafts or letters of credit. 
Again in this instance, the holders of American 
Express Travelers Cheques in the States and 
Europe were fortunate since the Company once 
again made immediate arrangements for the ac- 
ceptance of their cheques. In the States, all Com- 
pany offices and the thousands of offices of the 
Railway Express Agency were able to cash 
Travellers Cheques throughout the crisis as a 
result of the Company sending by air large ship- 
ments of currency wherever needed, and all 
American Express offices abroad as well as their 
banking correspondents also paid them without 
hesitation. At the outbreak of the Pacific War 
when America was turned into an armed camp and 
war production plants sprang up overnight, millions 
of men and women were transferred from point 
to point either for military training or war work. 
Here again, the problem of carrying liquid funds 
arose and it was solved in many cases by the pur- 
chase of travellers cheques as being the safest 
means of holding readily available money. Nearer 
home, the benefits of travellers cheques were very 
much appreciated by internees who in their time 
of want were able to dispose of them quite easily 
in exchange for vital necessities, and those who 
lost them or had their cheques seized by the 
enemy obtained refund in due course. 


The International Transactions of 
the United States 


Progress Towards Sounder Bases for Business 


By Amos E. Taytor, Director, Office of Business Economics, 
U.S. Department of Commerce 


The volume and nature of a nation’s 
international transactions reflect many of 
the basic elements of that nation’s 
vitality and economic stability. The 
impact of world developments upon the 
national economy may strongly influence 
the conditions under which international 
dealings with the rest of the world are 
carried forward. Changes in national 
trade policy are often the result of 
developments abroad, and these may in 
turn alter both the volume and the 
character of business conducted with 
other nations. At the same _ time, 
developments arising from purely domes- 
tic causes may produce shifts in the 
channels of trade which will in turn alter 
the methods of balancing the interna- 
tional accounts. A: nation, dependent 
upon international trade or upon ship- 
ping for a substantial part of its national 
income or for the maintenance of an 
established standard of living, is likely 
to react sensitively to developments 
abroad. 


U.S. Position in World Trade 


The United States, wielding an 
unprecedented balance of economic power 
at the conclusion of World War II, is 
certain to have its policies and decisions 
reflected in the composite statement of 
its international accounts. Even though 
this country normally exports only a 
relatively small part of its total output, 
it is the world’s greatest exporter. 
Despite the fact that United States 
imports are a very small fraction of the 
total volume of goods utilized for 
consumption or for serving the processes 
of production, this country is the second 
largest importer in the world. The 
nature and course of our trade with other 
nations as we are passing from a wartime 
to a peacetime economy thus warrant 
particular attention at this time. The 
interdependence of the foreign trader’s 
interest and that of the shipper places the 
problem into bold relief in this period 
of transition. 


One of the outstanding phenomena 
of the recent war was this country’s 
extraordinary capacity to produce goods 
and services. By the same token, our 
capacity to equip and maintain large 
armies in many oversea theaters and to 
supply, through lend-lease and other 
means, billions’ of dollars’ worth of 
supplies and services was unprecedented 
and exceeded our best hopes. By the 
second quarter of 1945, when we reached 
our peak of annual rate of national out- 
put of approximately $206,000,000,000, 
we had already passed beyond the 
wartime peak of lend-lease and other 
shipments, but they were still running 
at an annual rate of more than 
$14,000,000,000 in the transfer of goods 
from the United States to foreign 
countries. 


The global character of modern war 
means global effort. Our international 
transactions during the war were char- 
acterized not only by normally high 
transfers of goods abroad—exceeding a 
value of $16,800,000,000 in 1944—but 
these transactions were directed largely 
by governmental agencies as distinguish- 
ed from direction and operation by 


private traders as in peacetime. Strategy 
and military need governed the nature 
and course of international transfers. 
Goods and services had to be made avail- 
able in all parts of the world according 
to an over-all plan. The building and 
operation of ships were integral parts of 
the program. 


Lend-Lease Transfers 


The wartime accounts of the United 
States reflect the exceptionally large 
volume of goods transferred. Contrary 
to the structure and interrelationship of 
the international transactions in time of 
peace, the wartime account contains high 
values for goods and services transferred 
for which no equivalent for goods and 
services received from abroad is shown 
in the balance-of-payments statement. 
The major part of these ‘“ unilateral ”’ 
transactions consisted of lend-lease 
merchandise which, during the period of 
straight lend-lease transfers from March 
1941 to September 1945, amounted to 
approximately $40,000,000,000. It is 
estimated that the over-all cost of the 
lend-lease program, including services 
of various kinds, will reach more than 
$50,000,000,000 by the time all final 
settlements are concluded. In accord- 
ance with the mutual-aid arrangements 
made between the United States and the 
foreign ‘“‘lend-lease’’ countries our 
international accounts carried a counter- 
part item representing the value of 
so-called reciprocal lend-lease received by 
this country. 


With the cessation of straight lend- 
lease, the volume of “‘gift’’ or unilateral 
transactions began to recede. The level 
of these transactions has been a general 
indicator of the degree to which the 
Government participated in our inter- 
national transactions. During the first 
half of 1945 Government participation 
involved 74 percent of transactions in 
goods and services whereas by the second 
quarter of 1946 this interest in inter- 
national transfers had fallen to about 35 
percent of the total. 


Capital Transactions 


Other important changes in the 
United States balance of international 
payments during the transitional period 
relate to the capital side of the account. 
Since the goods and services transferred 
to foreign countries are seldom of the 
same value as those purchased from 
abroad, the settlements arising out of 
day-to-day transactions may involve the 
use of credits and loans. Even in the 
rare case of an annual balance between 
outgoing and incoming trade and service 
transactions, short-term and long-term 
capital transactions are bound to enter 
into the international balance sheet. 
The inward and outward movements are 
never so synchronized or so conducted as 
to eliminate the use of capital transac- 
tions. Moreover, the freedom of 
national money markets and security 
markets in a free-enterprise economy 
makes the flow of short-term and long- 
term capital a natural element in the 
conduct of international business. 
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International capital transactions are 
certain to play a peculiarly important 
part for some time to come. Our 
economy is geared to a high level of pro- 
duction and to aid in meeting the 
requirements of shattered economies in 
Europe, Asia, and elsewhere. During 
the period of reconstruction our exports 
of goods and services will continue to 
exceed very substantially our purchases 
of goods and services. Even though 
“‘straight’’ lend-lease practically ceased 
with the conclusion of hostilities in the 
Far East, the outward flow of goods and 
services is continuing on a high level. 
With the sharp decline in lend-lease and 
other unilateral transactions other items 
will assume an increasing importance. 
During the war many foreign countries 
accumulated substantial dollar balances, 
which together with gold holdings will 
provide substantial means of payment. 
Yet, despite the size of these assets they 
can provide only a fraction of total re- 
quirements. At a time when most 
nations of the world have assumed 
definite obligations by virtue of their 
membership in international organiza- 
tions which are designed to promote and 
maintain currency stability and economic 
expansion, no constructive purpose would 
be served if this country were to drain 
the outside world of its gold and financial 
resources. 

Net liquidation of foreign gold and 
dollar holdings in the 6 months ended 
June 30, 1946, amounted to $800,000,- 
000, while Government loans and credits, 
which entered the international accounts 
in connection with lend-lease settlement, 
foreign surplus-property sales, and 
Export-Import Bank disbursements 
amounted to $1,500,000,000. 

Loans and credits are now becoming 
an increasingly important factor in the 
balancing of our international accounts. 
Substantial credits have recently entered 
the international balance sheet in con- 
nection with the various settlements on 
surplus property held abroad and dis- 
posed of there. Small amounts of 
domestic surplus may also be sold abroad 
on credit terms. Lines of credit, such as 
the dollar ‘‘loan’’ of $3,750,000,000 
granted to Britain, extended in the 
interest of world recovery and world 
trade expansion, will for some time 
provide substantial ‘‘off-setting’’ capital 
items balancing the corresponding value 
of goods purchased from the proceeds. 
The lending capacity of the Export- 
Import Bank has been extended to 
$3,500,000,000. Up to June 30, 1946, 
loans amounting to $2,700,000,000 have 
been authorized, with $727,000,000 
actually disbursed. 


Because of these shifts, long-term 
capital transactions during the first half 
of 1946 have resulted in a net outflow of 
capital for financing foreign requirements 
which amounted to $1,502,000,000 as 
compared with $1,210,000,000 for the 
entire year 1945. 


Some of these basic changes in this 
country’s balance of international pay- 
ments began to develop when Japan 
surrendered in August 1945. Even 
though goods and services supplied to 
foreign countries remained high, there 
was nevertheless a sharp decline from the 
high wartime total. This decline 
resulted largely from the very sharp drop 
in the transfer of goods and services for 
which no equivalent was received from 
abroad. Transfers in this category were 
limited to the small but growing volume 
of relief shipments through UNRRA and 
transfers under the Army civilian 
supplies program. 


Generally speaking, United States 
purchases from foreign countries 
normally vary in response to business 
conditions in this country. Since a 
relatively large part of merchandise 
imports consists of raw materials and 
semifinished products, the demand for 
these goods moves up as business activity 
expands and tend to decline as business 
prospects begin to sag. Similarly when 
business activity is high and national 
income is on a correspondingly high level 
there is an increasing tendency for our 
people to engage in foreign travel. More 
dollars come into foreign hands, and this 
in turn tends to stimulate exports. 


During the interwar period net 
payments by this country on inter- 
national shipping account also contribut- 
ed to the foreign supply of dollars, 
Except for the first 3 years immediately 
following World War I, when the world 
was abnormally dependent on American 
shipping, payments to foreigners exceed- 
ed receipts throughout the entire inter- 
war period. The data relating to the 
shipping account for this period reflect 
the progressive deterioration of the 
American merchant marine in the wake 
of the shipping boom resulting from the 
first World War. American ships 
became engaged relatively more and more 
in the coastwise trade with the result 
that by 1929 only 42 percent of United 
States oceangoing tonnage was engaged 
in foreign commerce, as compared with 
61 percent in 1920. Despite attempts to 
subsidize and otherwise assist American 
shipping under the Merchant Marine 
Acts of 1928 and 1986, the proportion of 
United States trade carried in domestic 
vessels continued to decrease and the 
ratio of receipts to payments continued 
to decline. 


Since the nature and importance of 
shipping receipts and payments ein the 
balance of international payments are 
influenced by national defense policy as 
well as by the volume of foreign trade, 
the future of this item cannot be gaged 
by past experience. Moreover, the ratio 
between receipts and payments is 
exceedingly uncertain since changes in 
freight rates and competitive factors may 
considerably influence this relationship. 


U.S. Exports and Imports 


If our level of domestic production 
remains high and exports continue at 
approximately the present level of 
$10,000,000,000 or  $11,000,000,000, 
imports may rise to possibly $7,000,000,- 
000 or $8,000,000,000. Under such 
circumstances United States shipping 
would be able to handle the present 
volume of cargo even if foreign shipping 
were to increase its proportion of our 
foreign trade carried. 


The forces determining the course of 
United States exports have usually been 
more varied and complex than those 
responsible for the behavior of imports. 
In general, changes in the dollar volume 
of exports have been closely related to 
variations in basic economic conditions in 
the principal foreign markets. But here 
again there may develop. shifts in 
emphasis as happened even prior to 
World War II. After exports to Europe 
had reached a peak in 1925 they dropped 
to lower levels, whereas shipments to 
most other countries continued to expand 
vigorously. During the world depres- 
sion of the early thirties, United States 
exports declined much more rapidly than 
did the total imports of foreign countries. 
The wide gap that developed between 
them persisted throughout the upswing 
after 19382, except that in the case of 


Asia the United States gained a slightly 
larger rather than smaller part of the 
trade. 


Current and Future Trends 

Many of the current trends in our 
international transactions are similar to 
those which we experienced after World 
War lI. Then, as now, the requirements 
for relief and rehabilitation were reflect- 
ed in a large volume of exports and a 
large margin over imports. There is 
some reason, however, to expect that the 
constructive steps taken toward effective 
international collaboration will operate 
in favor of a higher degree of economic 
stability throughout the world than we 
experienced after World WarlI. During 
the interwar period our domestic 
economy was characterized by wide 
fluctuations in the level of economic 
activity. This contributed to economic 
unsettlement in many of our foreign 
markets, especially because of the close 
relationship in the level of business 
activity and imports. The result was 
sharp variations in our purchases of 
goods and services abroad. Closely 
related to these developments was the 
erratic behavior of capital movements 
reflecting the sudden shifts of American 
interest in foreign investments and the 
fluctuating preferences for American 
securities and dollar balances. 

During the postwar transitional 
period our exports will assume to an 
increasing degree the nature of ship- 
ments abroad on private account. For 
the time being, however, civilian supplies 
furnished by the military in occupied 
countries and relief shipments made 
through UNRRA will remain important. 
The flow of relief goods during the first 
half of 1946 amounted to approximately 
$1,000,000,000 or about 17 percent of 
total merchandise transfers. These 
transfers will, of course, taper off rapidly 
toward the end of the year. The present 
program of relief activities will, after the 
end of the year, be limited to UNRRA 
shipments to Pacific destinations. These 
will continue until the end of the first 
quarter of 1947, while military civilian 
supply shipments to occupied areas will 
continue for at least 3 months longer. 
Post-UNRRA relief shipments on a much 
smaller scale to certain countries are also 
being considered. On the import side, 
Government purchases will also remain 
for some time a factor in our purchases 
of goods abroad. 

There are certain other governmen- 
tal operations, such as the cotton 
rehabilitation program for Germany and 
Japan, which will influence the total 
volume of exports and imports. Credit 
lend-lease shipments are rapidly coming 
to an end, and foreign surplus-property 
disposal programs are nearing comple- 
tion. The Government’s foreign-credits 
program will make possible the financing 
of a substantial part of future shipments. 


These facilities will be indirectly 
augmented by our contribution of 
$2,750,000,000 to the International 


Monetary Fund and by our share of 
$635,000,000 in cash and $2,5407000,000 
im guaranties to the International Bank 
for Reconstruction and Development. 

In contrast with the currency dis- 
orders and economic instability which 
provided an uncertain basis for foreign- 
trade financing after World War I, the 
Government’s program of participation 
in the revival of international economic 
activity during the period immediately 
ahead should permit the development of 
international trade and investment on 
private account on a sound and self- 
sustaining basis. 
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Business of Export-Import Bank 
United States Financing of Exports 


The Second Semiannual Report to 
Congress of the Export-Import Bank was 
made public recently by William Mc- 
Chesney Martin, Jr., Chairman of the 
Board of Directors of the Bank. The 
report covers the operations of the Bank 
during the first half of 1946. 


New Authorizations 


The report discloses that during the 
first 6 months of 1946 the Export-Import 
Bank authoried new credits totalling 
$1,157,000,000. This compares with 
$1,040,000,000 of credits authorized 
during the last half of 1945 and with 


Loans Authorized by Export-Import Bank 
Amount 


credits authorized during the previous 11 
years of the Bank’s existence totalling 
$1,269,000,000. Thus, credits authorized 
during the 12. months ended June 30, 
1946, amounted to approximately 
$2,200,000,000 and utilized all but 
$600,000,000 of the additional lending 
authority of $2,800,000,000 granted to 
the Bank by Congress under the Export- 
Import Bank Act of 1945. 


Credits authorized by the Export- 
Import Bank during the first half of 1946 
are shown in the following table taken 
from the report. 


During 6 Months Ended June 30, 1946 


(in 


Country and obligor millions of Purpose 
dollars) 
Latin America 
Brazil: 
National Department of Railways ... 1.93 Export of Diesel locomotives. 
Panair do) Bras 2 7a. toc, is epaatiersneneoa 3.0 Export of air-transportation equip- 


ment. 
Chile: 
Chilean State Railways .............000. 8 Export of electrical equipment. 
Colombia: 
Bejepearet de Antioquia) ce siecescances 2 Export of locomotives. 
32 Do. 
3.0 Export of railway equipment. 
Ecuador: 
Republic’ of Ecuador 2.0.0. c.c.titeseeeens .78 Highway construction, export of 
equipment and services. 
Mexico: 
Aeronautical Radio de Mexico ...... 3.0 Purchase of ground equipment for 
aviation. 
Fred "Leighton | 220t22.2 atk: -eevsescverso<eess 12 Import of Mexican handicraft. 


Peru: 


Cia. Peruana del Santa ............... al Export of electrical equipment. 
Various Latin-American countries: 

TACA Airways, S.A., and TACA 

Airways Agency, Ince. ............... 2.0 Purchase of air-transportation equip- 
ment. 
Total Latin America ............ 15.25 
Europe 

Czechoslovakia: 

Prague Credit Bank ..........sccccesseee 1(20.0) Export of raw cotton. 
Finland: 

Pinlands Bank: .cn00tcs-s-ssr<ca-seansesr ns 1 (5.0) Do. 

Republic of Finland ...................4+ 35.0 Export of goods and services. 


France: 


Republic of France: .-2).2cccsseverateasenn- 650.0 Export of industrial equipment and 
raw materials. 
Greece: 
Kingdom of Greece .....cscessersssssees 25.0 Export of equipment and services. 
Italy: 
Italian commercial banks ...........- 1(25.0) Export of raw cotton. 
Netherlands: 
Kingdom of the Netherlands ......... 200.0 Purchase of goods and services. 
Netherlands commercial banks ...... 1(10.0) Export of raw cotton. 


Poland:. 


Republie of Poland ............:0.ss00008 40.0 Export of locomotives and coal cars. 
TOA eENITODe geressee crc accarbeens 950.6 
Asia 
China: 
Bank ‘of(Chinal c27ce.- sc cssers stds vate nsinithoe 33.0 Export of raw cotton. 
Republic of China 4.24 Talecleesy of cargo vessels. 
IDG. aimesrscnicde 2.6 
Do ee FA Ag SOP 8.8 Export of generating equipment and 
engineering services. 
OD teers st naneiies ewes Jeey avis oth N eae 16.65 Export of railway repair materials. 
OE a eee 5 Export of equipment, materials, and 
supplies for coal mining. 
Netherlands Indies: 
Bank Voor Nederlandsch India, N.V. 2100.0 Export of goods and services. 
Saudi Arabia: 
Kingdom of Saudi Arabia ............ 25.0 Purchase of goods and services. 
Total Asiats ieee arte 191.79 
Various Countries 
Special exporter-importer credits ...... 24 Various. 
Grand. total a nscrsapepssxsonaes seats 1,157.28 


1 Allocations from a general cotton export credit of $100,000,000 available to European 


countries, which was established in October 


approved in December 1945, and those to Czechoslovakia, 


during the first half of 1946. Since the total 
during the last half of 1945, none of these all 
authorizations during the first half of 1946. 


1945. The allocation to Finland was 
Italy, and the Netherlands 
amount was included in credits authorized 


ocations is included in the totals of new 


2 Authorized on September 11, 1945, but not entered on the books of the Bank as 


a commitment until January 1946. 


Reconstruction Credits 


As in the preceding 6-months period, 
the commitments made by the Bank 
during the first half of 1946 were mainly 
to liberated and war-devastated countries 
for reconstruction purposes. Recon- 
struction credits to European and Asiatic 
countries amounted to $1,142,000,000 
out of total new authorizations during 
the period of $1,157,000,000. 


“These reconstruction credits are 
being used to meet the most urgent 
requirements of war-torn countries for 
United States products and _ services. 
They serve the vital purpose of helping 
to rebuild the economies of the countries 
concerned and of thus hastening the 
restoration of peacetime markets for 
United States products and sources of 
supply for United States imports.’’ 


‘Through its reconstruction cre- 
dits, the Export-Import Bank is filling a 
gap in the facilities for providing dollar 
credits to foreign countries until such 
time as the International Bank for 
Reconstruction and Development comes 
into operation. When the latter 
institution does come into effective 
operation, presumably in the fall of 1946, 
it will take over the function of making 
reconstruction credits which private 
capital cannot furnish on _ reasonable 
terms. In the meantime, in order that 
an undue assumption of risk by the 
United Statés alone will be avoided, 
credits for reconstruction purposes are 
being extended by the Export- -Import 
Bank only in urgent cases and in such 
amounts as may be needed by the 
borrower for emergency purchases in the 
United States.’’ Q 


The report describes in detail recon- 
struction credits extended during the 
first 6 months of 1946 to China, Finland, 
France, Greece, Netherlands Indies, 
Poland, and Saudi Arabia. 


Other Credits 


The Export-Import Bank has main- 
tained its traditional forms of assistance 
to United States exporters and importers 
and to foreign countries, especially Latin 
American countries, seeking credits to 
finance the purchase of United States 
equipment and services in connection 
with development projects. The Bank 
made new credit authorizations during 
the first half of 1946 to Brazil, Chile, 
Colombia, Ecuador, Mexico, and Peru 
among Latin American countries. 


Cotton. Credits 


The Export-Import Bank carried 
forward during the first half of 1946 its 
program of financing the export of 
American raw cotton to foreign coun- 
tries. Cotton credits were established 
during the period in favor of China, 
Czechoslovakia, Italy, and the Nether- 
lands. 


Disbursements 


The disbursements (i.e., advances 
under authorized credit lines) of the 
Export-Import Bank during the first half 
of 1946 amounted to nearly $500,000,- 
000, as compared with $59,000,000 
during the preceding 6 months. The 
rate of disbursements increased from an 
average of approximately $17,000,000 
per month in the first 2 months of 1946 
to an average of $116,000,000 per month 
in the period March-June. 
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CHINA’S EXPORT MINERALS 


Developments During Past Years 
Tin, Tungsten, Antimeny & Mercury 


These four kinds of so-called ‘ export 
minerals” are under the control of the 
National Resources Commission, which was 
responsible for their deliveries in fulfillment 
of international obligations. After the loss 
of Hongkong and Rangoon, delivery had to 
be made either by air with the help of 
American transport planes or through a land 
route of about 3,000 miles to Russia. The 
production of these metals was affected 
primarily by international transportation 
conditions and production cost. 

Tungsten was produced in _ large 
quantities in Southern Kiangsi, and in 
similar quantities both in Southern Hunan, 
Kwangtung and eastern Kwangsi. It was 
produced and exported in the form of ores. 
After the fall of Hongkong and Rangoon, 
production showed signs of decline. At the 
same time, production cost was rising at a 
greater rate than ever before. 


The center of antimony production was 
in Central Hunan, particularly the Hsinhua 
district. Owing to technological improve- 
ments, the importance of this metal as a 
war material was considerably reduced. 
Besides, new sources of supply were discover- 
ed. In the second half of 1944, China was 
informed by the Allies that they were not 
anxious to receive Chinese antimony. In 
consequence, the Chinese antimony produc- 
tion, which had already been facing trans- 
portation difficulties and rising cost, slumped 
sharply. 


The three tin-producing regions in China 
during wartime were Eastern Kwangsi, 
Southern Kiangsi extending to Northeastern 
Kwangtung, and Southeastern Yunnan, the 
last of which, or the Kochiu district, was 
by far the most important. Although 
modern mining methods were introduced, 
production came largely from native mines 
which depended mainly on human labor. 


Mercury was produced during wartime 
in the region bordering on Hunan, Kweichow 
and Szechwan. Since the war started, the 
production fell short of the demand, which 
necessitated the collection by the National 
Resources Commission from hoarded stocks, 
part of which was held by the people. 


Production of “Export Minerals” 


(Unit: Metric Ton) 


Tungsten 
Tin Ore Antimony Mercury 
1940 2,323 9,579 8,469 91 
1941 12,414 7,989 121 121 
1942 5,729 12,055 3,510 163 
1943 7,205 8,985 614 114 
1944 2,195 3,233 203 105 
Production of Tungsten Ore 
(Unit: Metric Tons) 
1933 1934 1935 1936 
Kwangsi ....... 3,550 4,480 7,000 7,000 
Hunan . 2380 455 — — 
Kwangtung ..... 1,866 1,320 — _ 
Kwangsi, etc. .. 50 50 — —— 
Total’ (si ss6s 5,698 6,305 7,000 7,000 
Loan Repayments 
Mainly on the exportation of these 


minerals, China has been relying for the 
repayments of foreign loans in recent years. 
Known from World War I as having the 
world’s largest tungsten reserve, China 
produced half of its tungsten during the 
interwar period. The Chinese tungsten 
reserves, totalling 5 million tons of ore, are 
distributed primarily in the four provinces 
of Kiangsi, Kwangtung, Hunan and Yunnan. 


China also leads the world in antimony 
reserve. Ascertained Chinese antimony 
reserves are in the provinces of Hunan, 
Kweichow and Yunnan, but the existence of 
the mineral is also reported in other pro- 
vinees. In 1937, China produced one third 
of the world’s antimony. 


Of China’s tin reserves, that in Kochiu, 
Yunnan, is the most important and estimated 
at 367,000 metric tons, while lesser reserves 
with an estimated total of some 200,000 
metric tons are distributed in Kwangsi, 
Hunan, and other provinces. The exploita- 
tion of the Kochiu tin mines dates back to 
the early Ching Dynasty, and even now 
Kochiu retains its superiority over other tin 
mines discovered in recent decades. Kochiu 
produces refined tin of 99.0-99.9 purity, and 
this together with the production from 
native furnaces total seven to ten thousand 
metric tons annually. 


Antimony 


The bulk of Chinese antimony was mined 
in Hunan, with Sinhwa being the leading 
producing center, and Anhwa__ second. 
Yunnan, Kwangtung, and Kwangsi also pro- 
duced a small amount each. Since antimony 
had very little use in China, almost the 
entire output was exported. 


Owing to international competition, 
antimony production in Ch*.a slumped from 
19,058 metric tons in 1925 to slightly over 
10,000 tons in 1932; but thereafter there was 
a marked recovery. Conditions in the 
immediate prewar years were as follows: 


Exports of Minerals & 
Ores From Hongkong 


Tin exports for the months Septem- 
ber—November : 


ote! Inte eopeseceee ee 2,049 piculs 
@hinas) sohccecsees 928 
WSSR csckcscces 13,217 
U.S. 3,300 
Persia 2,069 (probably 
tion USSR) 


21,563 piculs 


Antimony exports for the months 
Sept.-Nov. : 


to France .......... 7,889 piculs 
Belgium ........ 889 
TLolland 84 
LOSS ac chrene teen 825 


9,687 piculs 


Antimony Regulus 


Production in metric tons. 


Antimony content averaged 99 percent in 
regulus, 70 percent in crude, and 50 percent 
in ore. 


Tin 


Tin was produced primarily from the 
Kochiu district in southern Yunnan where 
casserite is obtainable from both superficial 
deposits and rock ores. Much _ smaller 
quantities were also mined in Yunnan 
(Kochiu), Kwangsi (Hochi, Fuchwan, etc.), 
Kiangsi (Tayu), Hunan (Kianghwa, Linwu), 
Kwangtung (Tienpo, etc.). A modern tin 
smelter was established in Kochiu in 1932 
with an annual productive capacity of 2,500 
metric tons. Production in various pro- 
vinces during the first five prewar years was 
as follows: 


Tons 

1932 7,254 

1933 8,358 

1934 8,004 

1935 . 9,000 

1936 11,000 
Mercury 


This mineral is produced in Kweichow 
and Hunan. Chinese estimates for mining 
of mercury are unobtainable. There exist 
two estimates made by the League of 
Nations; in 1933 and 1937, it was stated, 46 
tons and 73 tons respectively were mined in 
two Chinese mercury mines. 


Quicksilver exports for the months 
Sept.-Nov. : 


ton GOING we ccien tas 30 piculs 
Bismuth exports for the months 
Sept.-Nov. : 
to Australia ....... 17 piculs 
WSSR ite sone : 33 
50 piculs 


Wolframite exports for the months 
Sept.-Nov.: 


to Trance 339 piculs 
Sweden 420 
USSR 6,188 


6,947 piculs 


Following is a detailed list of exports 
from Ilongkong of tin, antimony, quick- 
silver, wolframite and bismuth: 


Kxports from Hongkony to foreign countries: 


September 

MEIN ceectecmenkenccrtieatars India: 1,569 piculs 
$748,515 

China: 928 piculs 
$338,760 

ANTIMONY. ¢ sxckcatensss France: 7,889 piculs 
$758,000 

QUICKSILVER ........ China: 14 piculs 
$8,000 

WOLFRAMITE _........ France: 168 piculs 
$30,240 

BISMUDES Kaecsmhtcris: —— 


Wolframite exports during July and 
July: 847 piculs 

t,o 

August: 403° ,, 


October November 
India: 480 piculs Persia: 2,069 piculs 
$223,663 $1,131,931 
USSR: 13,217 piculs U.S.A.: 3,300 piculs 
$4,005,000 $1,000,000 
Belgium: 253 piculs Belgium: 636 piculs 
$40,745 $141,289 
Holland: 84 piculs U.S.A.: 825 piculs 
$14,860 $320,000 
China: 16 piculs — 
$17,410 
France: 171 piculs _ 
$29,000 
Sweden: 420 piculs 
$72,074 
USSR: 6,188 piculs 
$750,000 
Australia: 17 piculs ——= 
$13,300 
USSR: 33 piculs 
$30.000 
August: 


valued at $152,000, to Sweden. 
$ 19,000, to U.S.A. 
$ 66,000, to Sweden. 
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